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LANGUAGE REFORM IN 


CHINA 


By Wyndham Newton 


One of the really explosive controversies related 
to the proposal to romanise the written Chinese 
language with the intention ultimately to relegate 
the ideographs to a purely scholarly or secondary 
role appears to have been settled by a surrender of 
the revolutionaries. There had been sharp accusa- 
tions that this was the scheme of a mere handful 
of revolutionaries, and that it had never been pro- 
perly discussed by the intelligentsia. There was 
so much feeling about it that a series of forums 
on language reform were arranged by the Language 
Reform Committee, the first of which was held with 
the Vice-Chairman of the Committee, Hu Yu-chih, 
in the chair. There had been a demand for the con- 
sultation of expert etymologists and philologists in- 
stead of relying wholly on the ideas of the inexpert 
but ardent Party reformers, and the first to speak 
was the etymologist Tang Lan, who agreed to the 
need of reforming the Han characters and to the 
policy of phoneticization. The Party leaders had 
already declared that Chairman Mao Tse-tung had 
pronounced in favour of the reform, so the principle 
was settled. 


The problem, said Tang Lan, lay only in how 
they were going to change the existing written lan- 
guage to a phonetic language. They should begin 
with the evoluticn of the Han characters themselves. 
The most difficult should first be picked out and be 
replaced with characters of the same pronunciation. 
The change of several hundred characters in the first 
instance would not affect the written language as 
a whole to any great extent. He advocated the re- 
form of the Han characters gradually and step by 
step over a course of several decades. Tang Lan 
thought that the Han characters and the new 
Romanised language should exist side by side with 
each other. There was no need for the State to 


decree the promotion cf the new language all at 
once. It takes historical accumulation to coin a 
language. The history of the Han characters went 
back for three to four thousand years. They were 
used ccntinuously for several thousand years and 
rich experiences were thus accumulated. During 
the interval it underwent great changes. The ap- 
plication of the characters was not restricted by 
the use of dialects. Reform should take note of 
its national form, and the adoption of the Latin 
alphabet was therefore not satisfactory. Some 
phonetic letters of the alphabet might gradually be 
introduced into the Han characters. He was op- 
posed to the unrestricted simplification of the Han 
characters and considered that if the process of 
simplification was carried on, the language would be 
reduced to a large heap of symbols. The simplified 
characters which were already in current use might 
be adopted but there was no need to coin new ones. 
The process of introducing simplified characters by 
analogy was even less satisfactory. The ccining of 
less simplified Han characters would make the pro- 
motion of the language less difficult. 


The historian Chien Po-tsan said that while the 
Han characters must be simplified, the merits of the 
original language should also be preserved. He 
agreed to simplificaticn but disagreed with the aboli- 
tion of the Han characters by decree. They should 
be allowed to die a natural death. The written 
language must, however, be preserved as was the 
case with Latin and Greek and must still be studied 
by a large number of people. Since the culture of 
China was for five thousand years recorded with 
the traditional Chinese characters, the problems of 
reforming the Han characters and of inheriting the 
national legacy must be considered. It was for the 
sake of propagating culture but not for the sake 


of cutting ourselves from culture that the Han char- 
acters were simplified. .At present, there was a 
tendency to abolish the Han characters through the 
process of simplified characters, and there was 
difficulty in reeccgnising many of the simplified 
characters. The present process in having 300 odd 
characters simplified had already aroused resent- 
ment in different quarters. There had been too 
little consultation. 


Another etymologist, Chen Ming-chia, firmly 
opposed the coining of simplified characters and the 
replacement cf the characters with homonyms. The 
simplified characters had borne evil fruits through 
confusing the meaning, and they should be with- 
drawn without delay. Reform should follow the 
mass line. How tc enable more people to master the 
3,000 odd Han characters in common use was 2 
thing cf paramount importance just now. The 
phoneticization plan might be promulgated at an 
early date to aid the recognition of characters. As 
to what kind of phonetic language was to be used, 
that was of secondary importance. The Language 
Reform Committee should indulge in less academic 
discussions. 


A member of the engineering and _ technical 
circles, Chang Teh-ching, thought it more easy to 
learn a phonetic language than a hieroglyphic lan- 
guage. For the sake of popularising culture, for 
typing and the sending of cables, the reform of the 
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language should first follow the ccurse of simpli- 
fication. After that a phonetic language could be 
adopted, but the Han characters should be pre- 
served, 

An editor and translater of chemical terms, 
Tao Kun, could find no reason why the Han charac- 
ters must be refcrmed. Reform might make typing 
and cabling simpler, but technique should submit 
to culture. He neither agreed to nor opposed the 
experiment. He thought the phonetic language was 
still in the experimental stage and should not be 
taught in the middle schools. 


Vice-Dean Hsiao Chang of the Chinese Language 
Department cf Peking Normal University suggested 
that forums should be convened for people of 
different strata. At the same time they should 
worm their way deep amongst the people to find out 
the opinions cf the masses and the existing problems 
regarding reform. It was a major matter and its 
success could drive forward academic research 
work. 


Another member of the engineering and techni- 
cal circles, Chien Wen-hao, likened Tang Lan’s sug- 
gestion of intermixing the Han characters with the 
new language to the conversion of a sailing junk 
into a mechanised sailing junk which could never 
go far. The intention of the Language Reform 
Committee was to build an ocean-going vessel. The 
present problem was whether this ocean-going vessel 
was well designed. He thought some people were 
opposed to the refcrm on the ground that the lan- 
guage stood for the accumulation of history. But 
he looked upon the language as a medium of inter- 
course fcr mankind, so he thought the reform must 
be well planned. If the Han character phone- 
ticization plan presently tabled limited itself only 
to summing up the experiences of written language 
reform in the last 60 years, more was to be desired, 
for a plan of this kind only paid attention to the 
past and did not look ahead. He thought that 
language reform should adopt ease of learning and 
simplicity as the highest principles. The Latin 
alphabet was incompatible with the Han language. 
The Language Reform Committee designed . the 
alphabet subjectively without following the objec- 
tive and scientific criteria. To make the reform a 
success, a scheme must be designed with the help 
of new scientific achievements. 


All the naticnal minorities, of whom few know 
the Han characters, want reform for the characters, 
and especially favoured a phonetic language. After 
the liberation they were required to learn the charac- 
ters because of their intercourse with the Han na- 
tionality in different fields, and it was less difficult 
for them to learn a phonetic language. Professor 
Ma Hsueh-liang, cf the Central Institute for Na- 
tionalities, went on to criticise the Han language 
phoneticization plan as promulgated for neglecting 
the national minorities. Another criticism was that 
there were too few experts versed in etymology in 
the Reform Committee. Tao Kun expressed his 
amazement at the suggestion that in such a large 
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TRANSFORMATION 


IN SOVIET EMPIRE 


By David S. Anine 


With the death of Stalin Russia’s Communist regime 
entered a new phase of development. Formally, this “new 
phase” is marked by the end of Stalin’s one-man rule and 
its replacement by a “collective dictatorship.” Beneath this 
formal change, however, there is a deeper one, for with the 
end of the Stalin phase a regeneration and reconstruction 
of the socio-political essence of the regime itself is in 
prospect. This article will attempt to prove that: 1) Stalin’s 
dictatorship was a regime of a special type, which had the 
features of what may be termed a “supraclass regime’; 
2) since Stalin’s death a trend transforming the “supraclass 
regime” into a “class regime’? has become apparent. 


Stalin’s Supraclass Regime 


The founder of Russian Marxism, Georgi V. Plekhanov, 
once depicted the classical Tsarist autocracy of the 16th 
through the 18th centuries as a “two-storied building in 
which the enslavement of the inhabitants of the lower floor 
was justified by the enslavement of the inhabitants of the 
upper floor.” V. O. Kliuchevski, the brilliant Russian: 19th 
century historian, made the same point when he wrote 
that in old Russia ‘“‘the socio-economic enslavement of the 
peasantry justified the political enslavement of the nobility.” 
Substitute the Soviet privileged bureaucracy for the no- 
bility, and the Soviet people as a whole for the peasantry, 
and one has a fair approximation of the socio-political struc- 
ture of the Soviet regime during the Stalinist period. 


The Stalin dictatorship was certainly not a ‘workers’ 
and peasants’”’ regime. But neither did Stalin rule in be- 
half of the party’s seven million members, nor, for that 
matter, was his rule a blessing even for the party’s leading 
bureaucrats. The apparent masters were in reality slaves, 
alike subject to the same tyranny and terror which they 
practiced on the masses of the Soviet people. A study of 
the social and political affiliations of the victims of Stalin’s 


country as China there was not actually a single 
voice in opposition to the reform of the written 
language. The name of the Committee ought to be 
changed to the Language Reform Research Com- 
mittee so that the diverse schools could contend on 
the matter. 


It was announced on June 27 that French and 
other foreign Sinologues who had communicated 
their concern to the authorities in Peking had been 
assured by the Secretary-General of the Language 
Reform Committee that the new romanised phonetic 
alphabet would not replace the characters, and even 
the simplification of the characters will be limited 
for the present to 1,000 out of the 3,000 in con- 
stant use. Rcmanisation will be utilised for “very 
precise and limited” purposes only: to give to 
children and illiterates a method for the unified 
pronunciation of the characters, as well as to give 
phonetic transcription common to the various 
Chinese dialects and, where necessary. for tele- 
graphic transmission and international codes. 


terror would undoubtedly show that the proportionally most 
numerous group was not the remnants of the “exploiting 
classes” or of former opposition parties, not even the pea- 
santry; it was the Communists themselves—in fact, the 
‘Jeading’”’ stratum of the Communist Party, the stratum 
which has often been called the “ruling class’ in Western 
political literature. No less a person than Nikita S. Khrush- 
chev in his famous secret speech to the Twentieth Party 
Congress in February 1956 testified to the absolute lack 
of rights and defenselessness of the so-called Soviet 
“ruling class’: 98 of 139 (i.e. 70 percent) candidates and 
members elected to the Central Committee by the Seven- 
teenth Congress in 1934, arrested and shot; 1108 of 1966 
delegates to the same Congress, arrested. 


Under Stalin’s dictatorship the top party bureaucracy 
was not the master of political power, but merely its in- 
strument. It was no more able to consolidate and force a 
guarantee of political and personal rights for itself than 
was any other social group in Soviet society. Thus, Stalin’s 
dictatorship shared the common defining trait of every 
“supraclass regime,’’ an independence with regard to all 
social groups and classes, including those which exercise 
command functions. 


Whip and Gingerbread 


Inevitably we ask ourselves what motivated the fidelity 
and devotion shown by Soviet Communists to a regime 
which periodically destroyed them. No. doubt part of the 
answer is the persistence of a revolutionary myth which 
bent the regime’s well indoctrinated party servants to over- 
look not only its objective horrors, but their own peril. 
Dictatorship and terror were for many the necessary price 
for the building of the “country of socialism’ and the ad- 
vance post of “‘world communism’; in their view, the Re- 
volution remained pure even when it devoured its own de- 
voted sons, for it “preserved the basic socialist conquests.” 
This attitude is especially characteristic of the old Bolshe- 
viks. The tortures they endured do not by themselves 
seem sufficient to explain the public repentance and be- 
havior at their trials of such men as Kameney, Zinoviey, Buk- 
harin and Rakovsky. There was also their sincere desire to 
remain “useful to the Revolution” which, gone awry, never- 
theless created the “base” of a “socialist society.”” The same 
attitude was behind Trotsky’s position that he would side 
with Stalinist Russia in the event of a war with the capitalist 
countries, a view he proclaimed after being banished from 
Russia and hounded by Stalin from one country to another. 


For those much more numerous persons to whom 
rationalizations of such a lofty and “idealistic”? nature were 
alien, there remained means no less effective, namely, terror 
and material privileges. Of course, the use of terror and 
material privileges is not without its disadvantages. Terror, 
as Stalin’s successors recognized, suppresses creative initia- 
tive; and the growth of material well-being on the part 
of the bureaucracy tends to deflate that Communist idealism 
which had played so large a part in the Bolshevik dynamism. 


However, there is no doubt that it was precisely the 
mechanism of terror that ensured the vitality and survival 
of Stalin’s dictatorship. Only through terror did he pre- 
vent the consolidation of the hydra-headed bureaucracy into 


a power bloc capable of defending its privileges and even- 
tually of becoming a political counterweight and competi- 
tor of his regime. His monopoly of all the economic re- 
sources of the country provided him with an extraordinary 
capacity for maneuvering. The whip and gingerbread used 
alternately, depending on circumstances, was one of the 
basic methods of Stalinist policy. Stalin’s bureaucratic 
agents, deprived of political rights but materially privileged, 
were simultaneously the victims and the allies of the 
dictatorship. Allies against whom? Against the mass ot 
the people who were not only deprived of political rights, 
but also oppressed economically. 


The absolute priority of political objectives over econo- 
mic objectives was another characteristic feature of Stalin’s 
dynamic and purposeful supraclass dictatorship. The 
grandiose role that Stalin sought to play in the arena of 
world politics demanded that all of the country’s material 
and intellectual resources be strained toward political aims. 
Contrary to classical Marxist tenets, Stalin’s political ob- 
jectives were not a “super-structure” that grew out of a 
given socio-economic basis; quite the reverse, political con- 
siderations dictated the whole socio-economic course of the 
country. It is at this point that a major internal con- 
tradiction of the dictatorship leaps to view. Stalin’s world- 
wide political aims demanded the creation of a powerful 
military and economic potential, consequently an ever in- 
creasing class of economic, technical and military bureau- 
crats. Since it was precisely from this quarter that he 
had to fear a potential competitor for political power, he 
needed periodically to delay and neutralize its consolida- 
tion through terror. 


Only now is it becoming possible to foresee a Thermi- 
dorean convalescence from the violent fevers of Stalin’s 
rule. Up to now political power has stood above group 
interest, arbitrarily and capriciously exercised at the behest 
of a mad tyrant. As long as a potentially conservative 
class interested in the return of ‘“‘quieter times’ for the 
secure enjoyment of their privileges was unable to seize 
power in its hands, the hitherto normal Thermidorean re- 
action failed to materialize in Russia. During the period 
of the New Economic Policy (1921-1928) many experts 
were convinced that a flood of peasant masses would engulf 
the dictatorship and that an economically recovered peasan- 
try would “grab the usurpers by the neck.” The “slowing 
down” which they predicted on the basis of the normal 
operation of objective sociological laws was only averted 
by the intrusion of a “subjective factor’: the determined 
purposefulness of the dictatorship acting in the name of 
the terrorized and silent party. The terror which resulted 
from the “subjective factor’ reversed the normal course 
of events and prevented the crystallization of a political 
counterweight to the regime. The hopes for a Thermidorean 
conclusion to the Revolution revived when the industrializa- 
tion of the country spawned legions of bureaucrats. How- 
ever, the terror continued unabated, and the beheading of a 
generation of non-party and party bureaucrats once again 
eliminated a threat to the dictatorship. 


The Bolshevik Road to a Supraclass State 


‘ In varying degrees every modern dictatorship is charac- 
terized by a supraclass state organization. The degree of 
totalitarian perfection that it has achieved in Communist 


Russia is the result of definite historical and political 
causes, 


First, as has been previously noted, Russian historians 
of various persuasions, including Marxists, have all re- 
cognized supraclass state power as a characteristic feature 
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of the Russian prerevolutionary past. However, the Tsarist 
autocracy appears strikingly naive compared to the terrible 
ruthlessness with which Stalin’s dictatorship was exploit- 
ed and maintained. The unique organizational structure 
and the no less unique credo of the Bolshevik Party made 
it an eminently well suited instrument for the establish- 
ment of the Stalinist supraclass dictatorship. The Leninist 
doctrine of “democratic centralism” is a particularly perni- 
cious version of the Fuehrer principle tailored for the pur- 
poses of a dictatorial and hierarchal elite. Moreover, the 
very idea of a “dictatorship of the proletariat” in a country 
where the working class formed less than three percent 
of the population presumed the imposition of a coercive 
rule by a tiny “vanguard” over an expectedly recalcitrant 
majority. In reality, even the idea of a ‘“<ictatorship of 
the proletariat’ was from the beginning a mere fiction. 
The party, acting in the name of the proletariat not only 
assigned the latter a passive role in practice, making it an 
instrument for the narrow leadership by a “conscious 
minority’; in theory, too, the proletariat was only conceded 
the ability to achieve through its own power the much de- 
spised petit-bourgeois “unionism.” 


Finally, the basic stages through which the Bolshevik 
power has passed in the process of its internal develop- 
ment and external expansion unfailingly consolidated 
Stalin’s supraclass dictatorship. These stages were vividly 
described in the June 30th, 1956 “Resolution of the Central 
Committee of the CPSU on Overcoming the Cult of the 
Individual and its Consequences.”’ This document, which 
purports to give a ‘Marxist explanation” of Stalin’s crimes, 
does in fact list the correct reasons responsible for the 
rise of Stalinism. _The Resolution points out that the Bol- 
shevik Revolution,|deprived of the possibility of moving 
westward, could only achieve goals that were commensurate 
with the given national resources by means of “iron dis- 
cipline” and a “strict centralization of power.” In view 
of the concrete historical conditions under which socialism 
in the USSR developed, and also “in view of subjective 
factors” (a euphemism for Stalin’s maniacal personality), 
the dictatorship was forced to introduce a ‘temporary limi- 
tation of democracy.” This “temporary limitation” of 
democracy resulted in the total enslavement not only of the 
whole Soviet people, but of the “ruling party’’ itself. 


Post-Stalinist Shifts and Changes 


There is good reason to believe that the inner con- 
tradictions of Stalin’s Supraclass dictatorship, referred to 
above, reached a new crisis during the last years of Stalin’s 
life. About the time of the Nineteenth Party Congress 
(October 1952) ominous signs of a new purge, a new “surgi- 
cal operation” by Stalin re-appeared. The position of the 
party and non-party bureaucrats, men who desired a regime 
more amenable to their security and interests, became in- 
creasingly tense and precarious. The hysterical press cam- 
paign to intensify “Bolshevik vigilance,” the impending trial 
of “doctor-poisoners,” the liquidation of many of the most 
prominent Communists in satellite countries, the aggressive 
exacerbation of international tensions, all were calculated to 
serve as a pretext and justification for renewed terror and 
blood-letting in the Soviet Union. Finally, the degrading 
of Stalin’s closest associates which was effected by the trans- 
formation of the 11-member Politburo into a 25-member 
Presidium, combined with the rest, was a sinister portent 
of a new “Yezhovshchina.”’ Fortunately for Stalin’s hench- 


men, Stalin died at the “right time” and history did not 
repeat itself. 


] With the death of Stalin the supraclass and supraparty 
dictatorship began to reveal numerous cracks and weak- 
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nesses. Without an undisputed individual dictator, without 
terroristically enforced monolithic uniformity, decisions can 
only be made collectively as a result of deliberations and 
mutual compromises. No longer are the dissonant voices of 
cenflicting interests represented in the leadership afraid to 
make themselves heard, and the absolute independence of 
the supraclass regime is undermined. The collective dis- 
cussion of important problems of internal and external 
order, the expression of various, sometimes opposed views, 
and the compromise decisions cannot fail to bring about 
fluctuations and a slackening of the dynamism of power. 
The leadership is unavoidably penetrated to a certain extent 
and by features and habits characteristic of a “decayed 
democracy.” 


It goes without saying that since this development is 
the result of presumably opposed tendencies within the 
leadership, Soviet policy cannot be straightforward and con- 
sistent. A policy of concessions at home can be counter- 
balanced (in order to appease the die-hard Stalinists of the 
Molotov and Kaganovich type and perhaps the Army’s high 
command) by dynamic steps in foreign policy, especially 
when they do not entail the menace of world conflict. 


This is not the place for a detailed elaboration of the 
changes which have taken place during the last four years 
in the Soviet Union. In broad outline the deciding factor 
is the basic fact that groups enjoying material privileges 
who were formerly rendered powerless by Stalin’s terror are 
beginning to acquire personal security and even, through 
party channels, a semblance of political representation and 
influence. Therefore, we may assume that the partial en- 
franchisement of the party and of a privileged class may, 
with the impeded progress of this development, result in a 
reconstitution of the regime as we have known it. What 
is in prospect is the transformation of the “supraclass” and 
“supraparty’ regime into a “class” regime conducted in the 
interests of the privileged Soviet bureaucracy. This deve- 
lopment by no means requires that the power of the Com- 
munist Party be renounced, or that the basic ‘ideological 
principles’ and propaganda phraseology (at least in the 
initial stages) be radically changed. The enfranchised 
party might itself become an instrument of power for the 
politically enfranchised privileged class. The classical 
“Thermidorean” reaction would finally have arrived, express- 
ing itself perhaps in the renunciation of Communist expan- 
sionism and a rational adjustment to national needs and 
possibilities. 


A Case of Pareto’s Circulating Elite 


There is no doubt that the vitality of Stalin’s supraclass 
dictatorship can be partly accounted for by the consequences 
of the fundamental socio-economic transformations that 
followed in the wake of the revolution. The entire social 
and economic life of the country was unmoored from its 
traditional bases and presented a volatile spectacle that the 
Italian sociologist Vilfredo Pareto (1848—1923) would have 
described as a fast and relatively free circulation of the 
elites. Everywhere new men were carried to the summits 
of social and political status by colossal events, revolution, 
industrialization, collectivization. A vast heterogenous 
bureaucracy was born of young and middle-aged generations 
who were tasting the first fruits of easy access to education 
which opened wide vistas of advancement. This is not the 
kind of soil in which opposition grows among potential elites, 
who under more confining social conditions could have suc- 
cessfully exploited the dissatisfactions of an expropriated 
and enslaved population. On the other hand, Stalin suc- 
ceeded in politically atomizing the elites he had newly creat- 
ed, and in unsettling their normal development and strati- 


fication with periodic squalls of terror. Applied to the 
Stalinist era of villainy “political atomization” is, of course, 
a euphemism. Stalin not only atomized the elites political- 
ly, he exterminated them physically, at regular intervals, 
and in great numbers. This was Stalin’s grim and, in its 
way, singular method of contributing to an “intensive cir- 
culation of the elites.” 


Once the materially privileged Soviet classes, formerly 
without political rights, become politically predominant and 
socially stabilized, the rate of circulation tends to drop off. 
Under any stable social system the privileged class protects 
its position from invasion by those that are beneath it. The 
prognosis for the preset privileged class’ ability to con- 
solidate and defend its position becomes more favorable as 
it succeeds in prevailing upon the regime to adapt to 
national needs and to refrain from international adventures 
and utopian plans. 

“Lions’’ and the ‘Foxes’ 


The 


Up to now the Soviet regime has contained a “happy 
combination” of Pareto’s two basic types of the elite: the 
“foxes,’”’? supreme in the art of deception, manipulation and 
maneuver, and the “lions,” firm, fanatic, and unhesitating 
in the use of force. The “lions” have figured predo- 
minantly during the Revolution, the Civil War, and all of 
the huge social and economic upheavals of Soviet history. 
Along with the “lions” came the multitudinous “foxes,” the 
men of resource and intelligence, to administer the new 
life of the nation. These latter are the bureaucrats par 
excellence, represented (we may suppose) by such men as 
Mikoyan, Malenkov, Pervukhin and Saburov. With the 
death of Stalin and the increased prestige and power of the 
bureaucrats, we may be witnessing the decay of the classi- 
cal lion-type Bolshevik, indeed the “‘debolshevization” of the 
regime. There is no question that the remaining “lions,” 
the “Leninist core’? of the Communist apparatus, are very 
much concerned about this matter. The question is whether 
they will be able to force a Stalinist solution of the 
problem. 


It certainly seems that the increased power of the 
“foxes” is reflected in recent attempts by the Soviet leader- 
ship to deal with acute internal and external crises which 
they faced. The Hungarian national revolution was sup- 
pressed with brutality, but the hesitations that were notice- 
able in the actions of the Soviet leaders—at least initially— 
were apparently due to the reluctance of the “foxes” to 
use naked force. In the Polish and Middle Eastern crises 
the influence of a restraining and moderate hand is even 
more obvious. The “collective” resorts with increasing 
frequency to persuasion and political manipulation and 
maneuver, where the Stalinist supraclass dictatorship would 
have used merciless repression. 


Thus a new light is thrown upon Communist ‘humani- 
tarianism,” particularly with regard to internal difficulties. 
There is a rising crescendo of complaints in the Soviet press 
about “anti-Soviet” manifestations by the youth, the 
students, and other ‘‘decayed elements.” If these “decayed 
elements” now get off with expulsion from the universities 
or exile to the virgin lands instead of being shot or sent 
cff to long terms in concentration camps, it is because we 
are witnessing the loss of the regime’s “revolutionary 
vigilance” and dynamism. One may object that the Soviet 
regime showed weakness and hesitation even in the past, 
during Stalin’s rule. This may be true as far as external 
threats were concerned. But for internal elements that 
evinced the slightest ‘‘anti-Seviet’’ character there was never 
a moment’s hesitation, nor was there an ounce of mercy. 
Of course, it cannot be ruled out there will be a return 


to Stalin’s grim methods—particularly if the regime feels 
directly threatened by continued internal relaxation: that 
much the events of the past forty years have undoubtedly 
demonstrated. Nevertheless, it is safe to assume that the 
collective leadership, which survived and directly partici- 
pated in the development of totalitarian Stalinism, is aware 
of the fact that a return to a one-man dictatorship may 
mean their political and possibly physical liquidation. A 
one-man supraclass and supraparty dictatorship would also 
involve the collective leadership in a host of new and com- 
plex problems. 


Can Stalinism Return? 


The Leninist-Communist point of view provided a 
perfect historical, political and psychological rationale for 
Stalin’s single-minded pursuit of power in the 1930’s. The 
“primitive accumulation” of capital necessary for “building 
communism” in a backward agrarian country was performed 
under fire and in the presence of a sometimes real, some- 
times mythical ‘enemy encirclement.” The main industrial 
basis was to be created by barbaric methods without con- 
sideration of losses in manpower and technical efficiency and 
under conditions of extremely low productivity. Expansion 
did occur, at times rather impressive, but it was an expan- 
sion mainly in width. However, the further development 
of the economic power of the Soviet Union is connected 
with a development in depth, with increased worker pro- 
ductivity. 


The USSR is now entering a period when the genera- 
tion born during the deficit birth-rate war years is.joining 
the ranks of the industrial working force. This decreased 
labor force will prevent the former improvident waste of 
human resources and make high productivity a condition 
for further economic growth. The need to increase produc- 
tivity remains one of the great dilemmas of the Soviet 
economy. Approximately 48 percent of the population re- 
mains engaged in agriculture. Here the situation is no 
better than in industry. The appeal by the party’s Central 
Committee to kolkhoz and sovkhoz workers in January 1956 
revealed that “in many areas of Russia favored by climatic 
conditions the average yield per hectare does not exceed 
three to four centners.” 
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High productivity (not only in selected industrial and 
agricultural enterprises, but in the economy as a whole) 
presupposes an orientation by the regime directed towards 
the interests of those immediately engaged in production. 
Living conditions must be made better, a certain minimum 
of freedom and initiative must be granted to those con- 
cerned, and the bureaucratic economic apparatus must be 
decentralized. This is the road that the leadership is now 
following with some hesitation and backtracking. In this 
respect the decisions of the last plenum of the Central 
Committee are especially significant: a considerable degree 
of decentralization of industry and increased power for 
managers and planners on a local level was provided in 
them. 


There can be no doubt that the “Leninist core’”’ of the 
leadership which is being forced to follow this road is aware 
of the dangers for the regime that lurk upon it. The more 
power that they surrender, the more consolidated the posi- 
tion of a bureaucratic political counterweight to the regime 
becomes. 


While a return to the supraclass, supraparty totali- 
tarian dictatorship is extremely difficult psychologically, 
politically and economically, a “slowdown” and consequent 
transformation of the regime into the “class” rule of the 
privileged bureaucracy threatens the decay and slow de- 
generation of the regime. Therefore, under the present 
conditions, the ‘‘middle course” personified by Khrushchev 
and Bulganin, which combines simultaneous fidelity to ortho- 
dox Bolshevism in some cases and a _ policy of necessary 
concessions in others, was destined to triumph in the col- 
lective leadership. They continue to pursue an internal 
policy of the “predominant development of heavy industry” 
and a foreign policy of aggressive expansionism. At the 
same time they make the concessions necessary to raise 
the productivity of the Soviet economy and to satisfy the 
aspirations of the privileged bureaucracy upon whom such 
a rise depends. 


The time has not yet arrived either for the full-fledged 
Stalinists of the Molotov or Kaganovich type, or for the 
proponents of the interests of the privileged bureaucracy 
like Mikoyan or Malenkov. Since they are the protagonists 
of a more radical change of policy in a certain direction 
their coming to power may usher in a more acute and 
profound crisis in the dictatorship. 


PHILOSOPHERS PREFER TO BLUSH UNSEEN 


By Wyndham Newton 


It is symbolic of the inferior position held by non- 
Communists in the Government that so keen-minded and 
able a man as Dr. Lo Lung-chi—a leader of the. collaborat- 
ing Democratic League—should have to accept the port- 
tolio of Minister of Timber! But that does not prevent 
him from giving the Communists the benefit of his acute 
mind—though no doubt in a more cautious and polite 
manner than he was accustomed to adopt sometimes when 
he was editor of an important Chinese paper in Tientsin 
between the two wars. He had a great deal to say about 
the lot of his fellow-higher intellectuals when he told the 
PPCC of his tour of inspection of Szechwan and of what 
he had heard as the chairman of a sub-committee forum 
of the NPC and the PPCC on the same topic. The most 


important thing, he said, is that all higher intellectuals 
now sense that they are trusted and supported by the Party 
and the Government and as a result have become more 
confident of themselves and are able to visualise their own 
future. They are not so downhearted as they were even a 
year ago. But there are many causes for complaint. 


“There are students of philosophy who work on the 
compilation of catalogues in libraries; students of law who 
take up bookkeeping work in Government organs; students 
of dye chemistry who teach languages in middle schools; 
and students of mechanical engineering who teach history 
in middle schools. Many higher intellectuals who study 
social sciences, particularly those who study political science 
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and law and finance and economics, have no class to teach 
though they are on the school pay-rolls. There are return- 
ed students from Britain who earn their living as cart- 
pullers and returned students from the U.S.A. who run 
cigarette stalls. This state of affairs is something that 
should be remedied. All the higher intellectuals should be 
properly employed to make good use of their special lines 
of accomplishment. Both the interests of the intellectuals 
and the interests of the country call for this. 


“When Premier Chou En-lai put forward the policy 
relating to the problems of the intellectuals, he laid stress 
on the higher intellectuals and planned to have the problems 
of the ordinary intellectuals solved step by step. The 
intellectuals of the middle and lower echelons are now 
rising to make an appeal for similar consideration. When 
wages were adjusted last year the primary school teachers 
were given a big rise in wages. But the teaching work 
is heavy enough, yet they are required by the cadres to 
do odd jobs, to work as copyists in organs, to sell books 
for book-stores, to drill wells and build dykes in the 
countryside, and to try grain and keep watch over the 
granaries. The primary school teachers are tired of such 
orders, yet if they refuse to comply with them, they risk 
unjustified attacks. An appeal has gone up: ‘Save the 
teachers of 63 million primary school children.’ ”’ 


The key problem is how to eliminate the chasm be- 
tween the Party and the non-Party personnel so that the 
leadership cadres who are Party members may _ unite 
sincerely and co-operate harmoniously with the intellectuals 
outside the Party. Only in this way can all the forces 
that can be drafted be made available to serve the build- 
ing of a Socialist society. Today all the higher intellec- 
tuals are willing to make their way to the Socialist society 
under the leadership of the Party and are even requesting 
the Party to further strengthen its concrete assistance 
and leadership. But, as Premier Chou En-lai said, the 
Party members should exert themselves in eliminating the 
chasm, though it owes its existence frequently to both 
sides. 


Not many flowers have blossomed and few schools of 
thought have contended so far, because the higher intel- 
lectuals are still suspicious and plagued by misgivings. 
As a result the flowers are afraid to blossom forth and 
the diverse schools are afraid to contend. Some fear that 
society may be swamped with heresies as a result of these 
slogans and are therefore over-eager in defending the faith 
and attacking those who favour the blossoming of flowers 
and the contending of schools. This confuses the old in- 
tellectuals who are aware of the danger and have to move 
very cautiously. They look upon the leadership cadres and 
their collaborators with awe and want to draw away from 
them. Ideological and academic development is thus 
greatly hampered. One side looks upon the other as back- 
ward and the other looks upon the first as mere dilletantes 
in the academic field. The Party cadres were brought up 
in military revolutionary work and not in the cultural and 
educational field, but now that they have to be responsible 
in these spheres they should of course study their new 
field of activity and so strengthen their concrete leader- 
ship. In addition to having a general grasp of Marxism- 
Leninism, they should also read some Chinese historical 
books like the Tzu Chih T’ung Chien. “In this way,” said 
Lo Lung-chi, ‘they would be able to acquaint themselves 
with the historical background and cultural traditions of 
the Chinese society and to understand the characteristics 


of the higher intellectuals who come from the class of the 
scholars and officials. The concepts of fame and profit 
and self-interest and a large number of maxims like ‘work- 
ing for one’s own perfection,’ ‘wise men protect their own 
body,’ etc. are what the old school of scholars and officials 
stick to in having themselves established in the world. They 
stand also for the unfortunate weakness of the old school 
of intellectuals. They are the legacy of the feudal society 
which has a history of several thousand years at its back. 
The semi-colonial education of the past hundred odd years 
also helps to aggravate them. The thorough elimination of 
the influence of this type of idealistic thought cannot be 
accomplished in one day. This calls for the sympathetic 
assistance and painstaking education of the leadership 
cadres.” 


The scholars of the old Chinese society have certain 
traditional ideas: “If I am treated as a State scholar, I 
will behave like a State scholar; if I am treated as a 
commoner, I will behave like a commoner. If treated right- 
ly, a scholar would sue for his confidant; and if treated in 
the wrong way, a scholar would rather sue than be in- 
sulted.” When China was still a feudal society, these self- 
important scholars had also some precise knowledge of 
the art of leadership. They “honoured the men of virtues 
and scholars’ and “paid three visits to the cottage of a 
scholar.” 


Lo Lung-chi was not advocating that the old conven- 
tions should be observed in winning over the old higher 
intellectuals, but he did point out that the methods of 
criticism, struggle, and transformation used today to bring 
about unity are quite contradictory to the form of “honour” 
looked forward to by the scholars. He suggested it was 
a matter in which the leadership cadres should interest 
themselves to discover how the unity of contradictions can 
be brought about and how Marxism-Leninism can be as- 
sociated with the practice of revolution in China for the 
purposes of inspiring the positive quality of the intel- 
lectuals and eliminating the chasm between them and the 
Party. Criticism of individual Party members did not mean 
opposition to the Party, much less counter-revolution. 
There should be in future a more profound comprehension 
of all the directives of Chairman Mao concerning how to 
solve the contradictions inside the camp of the people. 


One of the tougher members of the socalled “higher 
intellectuals” is Ho Szu-yuan, whom many foreign as well 
as Chinese educationalists will readily recall for his policy 
when Director of Education in Shantung during the years 
of Nationalist excitability. He also made his mark as Mayor 
of Peking. He gave himself and his like a certificate of 
merit during the discussion in the PPCC of the relations 
between Party and non-Party people. He thought that the 
latent power of old intellectuals and military and political 
personnel like himself had not been fully exploited. As 
an example of what could be done he mentioned the or- 
ganisation of a foreign language research group composed 
of members of the Peking Municipal Committee of the 
KMT Revolutionary Committee and of public figures. It 
is designed to aid in the mastery of science. Over 100 
persons, among them many old men in the 60’s, well versed 
in Russian, English, French, German, Japanese and Spanish 
Languages took part in this research group. Its French 
team, in view of the fact that not a single copy of the 
French-Chinese dictionary is available in China (except a 
small dictionary published several decades ago) planned to 
compile a French-Chinese dictionary in leisure hours in 
two years, and elected the 69-year-old scientist Dr. Wong 
Wen-hao to take charge of this work. This evoked a re- 
sponse also from all major cities like Tientsin, Shanghai, 
Nanking and Hankow. 
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CHINA’S FEARS OF NATURAL DISASTERS 


Peking has such an unnerving experience in 1956 as 
a result of the hostile weather, which riddled production 
targets, that it has still not recovered from it. It has 
reacted violently to every unfavourable turn in the climate 
and on May 30 the People’s Daily issued a special warning 
to the farmers to take special precautions so as to ensure 
a bumper harvest in 1957. The meteorologists were called 
in to reinforce the warning. They were quoted as saying 
that climatic changes this year, according to forecasts, 
would be comparatively complicated and that floods, drought 
and typhoons are likely to occur in some areas. Since the 
second half of April, part of the Huai River valley has 
been hit by waterlogging, torrents and hailstones, while 
Kwangtung has suffered three heavy downpours and moun- 
tain torrents in Hoifeng, Lufeng, and Tsengchen counties. 
Kiangsi, Fukien and Hupeh were also ravaged by mountain 
torrents. Heavy storms and hailstones were reported in 
14 counties of Chekiang, while drought was reported from 
the north-eastern province of Liaoning as well as in Kwei- 
chow. A special warning was directed at the superstitious 
belief that because there were disasters last year they will 
not come again this year. Incidents are cited to show how 
disasters can be prevented or overcome, and how various 
counties increased their production despite these calamities. 
It was true that most suffered decreased production, but 
that was largely because they were inferior to other co- 
operatives which organised their manpower, material means 
and remedial measures far better. They prepared to do 
battle in a timely and orderly manner. The Peking People’s 
Daily, which published the warning against natural disasters, 
laid stress on the necessity of preparatory and organisational 
work. It complains about the tendency of the masses to 
depend upon the APCs and the State in calamity-stricken 
areas and to make no plans to practise frugality. 


No sooner had the first stage of the Huai River scheme 
been completed, than the Party propagandists in China 
were busy telling the hard-pressed people that their woes 
were now about to come to an end. A great deal of work 
had been done by then and it seemed reasonable to believe 
the assurance was well founded. Successive flood disasters 
which continued to bedevil the lives of this most unfortunate 
of communities aroused widespread suspicion about the 
efficiency of the large-scale measures that had been taken. 
Some of these suspicions have now been confirmed in a 
series of remarkable admissions by an official of the Huai 
River Harnessing Commission. It must be acknowledged, 
said this official (whose name was not given) that the Com- 
mission in the beginning was not completely aware of the 
complicated nature and the long-term solutions required 
in the harnessing of the Huai River. When the work was 
begun seven years ago some members of the Commission 
thought the problem could be solved merely by building a 
few large projects, dredging the rivers and repairing the 
dykes. Insufficient information and lack of experience were 
also causes for the setting of standards too low for some 
of the’ projects. When the 1954 flood came, the dams in 
a few cases were found to be too low, the sluice gates too 
small, and the dykes too low. Since 1955, improvements 
had been made in the expansion and rebuilding of these 
reservoir dams, and sluice gates, and the dykes had also 
been raised and strengthened. Moreover, during the early 
stages the Commission worked on the simple concept of 
preventing flood but neglected the problem of drainage. 
Flood diversion and dredging were done as thoroughly as 
they should have been, though the 1952 inundation taught 


the engineers a lesson, and after the further warning of 
the severe inundation in 1956, the drainage project had 
been greatly advanced. Plans have also been worked out 
for those areas where inundation is severe and drainage 
difficult. 


The Commission’s officials admit they have learnt a 
good deal from their experience of the past six years, as 
a result of the two severe inundations and the extremely 
large flood. They now understood the character of the river 
much better. The task of harnessing the River still remains 
very heavy and the State would have to put up a very 
large investment. For the prevention of flood, more than 
ten reservoirs must additionally be built along the upper 
and middle reaches of the Huai. The projected reservoir 
at Hsiashankou along the main course of the Huai will have 
a capacity of more than 200 million cubic metres and it 
will be a key project to control the flood water along the 
middle reaches of the Huai. A series of difficult projects is 
to be built to put an end to the inundations that occurred 
once every ten or twenty years. Much work has yet to 
be done also in irrigation, inland navigation, and power 
generating. So far from having been solved, it is anti- 
cipated that another ten years will be required to get on 
top of the Huai problems and the river turned from its 
historically calamitous role to one of beneficent service to 
mankind. 


Those who remember the shouts of triumph and the 
reassurances to the troubled peasants three years ago note 
all this with doubt and dismay. Evidently the whole thing 
has been mismanaged from the first, though there is no 
doubting the immense effort put into it. Already seven 
large reservoirs and a dozen flood detention projects of 
considerable size have been built, and the reservoirs now 
under construction at .Hsianghungtien and Motzutan are 
due for completion before the high water season this year. 
All these projects have a combined capacity of 28,500 
million cubic metres. At the same time, over 5,000 miles 
of rivers of all sizes were dredged and 4,000 miles of dykes 
built or repaired. The earthen work carried out amounted 
to nearly 799 million cubic metres and the State investment 
reached 800 million yuan, 


It is stated that the major courses of the Huai are 
strong enough to resist the kind of flood that occurred in 
1954 and that some of the plains are at last free from 
waterlogging which used to take place every five years. 
The gains during the past six years, it is contended, have 
already surpassed the investment the State has thrown into 
the project. The 1931 torrents of the Huai brought dyke 
breaches of the Grand Canal and created a large flood in 
Northern Kiangsu but the 1954 torrents which were one- 
third more serious than those in 1931 were controlled by 
the Sanhi sluice gate and other harnessing projects above 
the Hungtze Lake. The Grand Canal dykes remained in- 
tact and a bumper crop was harvested from the Northern 
Kiangsu plains. That income alone amounted to more than 
500 million yuan. 


But not all the problems of the Huai have been solved. 
The severe inundation of 1956 had affected the ten million 
mow of farmland in the Northern Huai plains to varying 
degrees. Judging from the early arrival, heaviness and 
continuance of rainfall, the 1956 flood was the kind that 
occurs only once in half-a-century. The present harness- 
ing projects of the Huai, it was admitted, “are not good 
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INTELLECTUALS DEMAND COLLECTIVE 


LEADERSHIP IN 


When the People’s Government was first instituted in 
Peking it functioned on the basis of what was known as a 
Common Programme, both a temporary constitution and 
a platform of policy as well as a basis of action. In the 
discussions at least, if not always in the formulation of 
policy, the various leaders, groups and parties which severed 
relations with the Nanking Nationalists and went over to 
the Communists played a considerable part—as indeed they 
have been doing off and off ever since. It was not till 
much later that the Party Dictatorship came into obvious 
and visible being. Now one of the most significant con- 
sequences of the great popular discontent, especially with 
the conduct of the lower level Party and Government kanpu, 
is the demand for a kind of collective leadership. A com- 
promise resulted, because the Communists have no intention 
whatever of sharing out their power. Now the leaders of 
these collaborating parties and groups will be allowed to 
meet every fortnight to consult on major State affairs and 


enough to counter such a large inundation nor to fight 
the worst that occurs once in a century.” 


The reason why the Huai is not yet under complete 
control, it was suggested, is determined by the complicated 
nature of the river itself. The area has a low but con- 
centrated annual rainfall. It is one of the major rivers of 
China which has this most peculiar quality. The upper 
reaches are in the mountains where the gradient is steep 
and the flow is rapid. When the Huai enters Anhuei pro- 
vince, the terrain becomes very even and the water slows 
down. In the Huainan mountainous area nearby the rain 
precipitation is high, and when there is heavy rainfall the 
torrents arrive in no time, thus forming crests that remain 
for long periods in the area. Although the 1956 flood was 
the kind that happened only once every 15 years, the crest 
remained for more than two months. The plains in the 
Huai valley extend over 97,000 square kilometres along the 
upper and middle reaches. These areas were formerly 
silted up by the overflowing of the Yellow River on many 
occasions. The natural drainage system was thus damaged. 
Once there is heavy rainfall in this region, waterlogging 
is in the making as there is no way to drain the rainwater. 
So it can easily be seen that ‘“‘a few reservoirs completed or 
under construction” are not enough to cope with the situa- 
tion. Furthermore, the harnessing projects for the tribu- 
taries were inadequate in the past. 


In twelve days alone the rainfall in Hoifeng county 
in eastern Kwangtung was estimated at the equivalent of 
two years’ total rainfall in North China, which seems to 
indicate that they had even more rain in that region than 
Hongkong, with its 36 inches. But the Communists moved 
faster than ever this time to minimise the disaster and 
save the crops. They mobilised an army of 800,000 in 
the Weiyang district alone, which must have included 
almost the entire population save for the very old and the 
very young. Over a quarter-million acres of paddy-fields 
in 22 counties were inundated, and parts of Canton were 
under water. 


There were some anxious periods for the authorities 
also to the north of the Yangtze, though it was reported 
on May 24 that both the Yangtze and the Huai rivers were 
below the danger line. 


CHINA 


on relations with the Communist Party. It was announced 
on June 5 that this decision was made at a meeting of 
political parties called to gather opinions and criticism of 
the Chinese Communist Party. The meeting was convened 
by the United Front Work Departinent of the Communist 
Party, whose head is Li Wei-han. In addition to this the 
various political parties and groups will be permitted to 
meet monthly to discuss their own party affairs. 


At a forum two or three weeks before, called for recti- 
fication purposes by the United Front Department of the 
CCP, Chang Po-chun (Vice-Chairman of the China Demo- 
cratic League, one of the most important of the collaborat- 
ing parties) said he preferred a clear-cut demarcation be- 
tween the functions and powers of the Administration and 
the Communist Party organisation in Government institu- 
tions. All affairs in Government institutions, he said, should 
be decided by the administrative bodies based on collective 
leadership. At present the Communist Party group prac- 
tically decides everything and this would inevitably infringe 
upon the power of non-Communist people holding leading 
posts. 


Referring to mutual supervision between Communist 
and other Democratic Parties, Chang Po-chun proposed that 
intellectuals be allowed to organise publishing houses of a 
co-operative nature to enable more people to give expres- 
sion to their views. 


Chen Ming-hsu, a very important and influential high 
official under the Kuomintang, who represented the Re- 
volutionary Committee of the Kuomintang at this forum, 
urged the abrogation of the Party Committee as the leading 
organ in educational institutions. He also proposed that 
in Government institutions non-Communists should partici- 
pate in discussions of major questions. 


Vice-Chairman Chang Nai-chi of the Democratic 
National Construction Association, criticised the sectarian 
and doctrinaire way of thinking and working style within 
the Communist Party. He said that as Minister of Food 
he had power appropriate to his position and duties, and 
his relations with the Communist Party organisation in his 
Ministry were also normal. But, he said, he achieved this 
“not without efforts.’ He also criticised sectarianism in 
his own party. Referring to an editorial in the Peking 
Feople’s Daily on April 22, entitled ‘“Industrialists and 
Businessmen should continue to re-mould themselves and 
render active services,’ he said such propaganda regarding 
the national bourgeoisie was doctrinaire. 


In his opening speech Li Wei-han said it was unpre- 
cedented for the Communists to ask other parties to help 
in the Party’s rectification campaign. He revealed that the 
following questions had been raised in recent discussions: 
(1) How to adhere to the principles of independence, equality 
and freedom in the relationship between the Communist 
and other democratic parties; (2) how both Communist and 
non-Communist Party members may have like power and 
responsibility while working together; (3) how to give full 
play to the function of other democratic parties in State 
affairs. 


The decisions finally reached merely extended the free- 
dom and frequency of mutual discussion. Government 
leaders must attend the conferences of these groups if they 
are requested to do so. The Kuomintang veteran Shao 
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Li-tzu, who was one of Chiang Kai-shek’s most influential 
advisers in Nanking, said he was happy about the power 
and prestige the people’s congresses had above the pro- 
vincial levels (thus limiting his approval to the National 
Congress alone) but at other levels, and especially below 
County level, it was necessary to draw a more clearcut 
line between the leadership of the CCP and the functions 
of the Government. It was also indicated by Chang Po- 
chun that many non-Communist Party members working 
in Government posts lacked real authority. Li Wei-han 
himself agreed that the political basis of the long-term co- 
existence of all political parties was in the general funda- 
mental interests in building socialism. 


More pointed criticism came from the organ of the 
Democratic League, the Kwang Ming Jih Pao. In the first 
attack ever published by a Chinese daily against the top 
Communist hierarchy, the chief editor criticised (nominally, 
of course) Chairman Mao Tse-tung and Premier Chou En- 
lai for not having kept promises they gave before 1949 
to non-Communist personages “always to associate them 
with Government policy.” These promises had been kept 
for a while but since 1954 all non-Communist Party 
members had been carefully evicted from the posts of Vice- 
Chairman of the Republic or Vice-Premiers of the State 
Council. It was a good thing to unite the people, said the 
critic. But this must not be confined to mere words, and 
this is now a matter requiring the urgent attention of 
the Communist Party itself. Actually great prominence is 
given to the views of the collaborators—sometimes a trifle 
out of proportion to their total memberships. 


The most embarrassing feature of the early stages of 
the rectification campaign was the silence of so many 
doubters and the vociferous reminders of a number of 
others who could not forget what happened to such cele- 
brated scapegoats as Hu Feng and Yu Ping-po, who was 
almost crucified for his way of thinking when writing a 
new critique of one of China’s most famous novels, “Dream 
of the Red Chamber.” The historian Ku Hsieh-kang had 
a little to say about the latter episode. Such heretical 
thinkers ought not to have the skin taken off them in the 
gentle technique known idiomatically as “encirclement aim- 
‘ing at annihilation” but simply be subjected to what he 
called painstaking persuasion. The Chinese intelligentsia 
do not like to refer to the intellectual emanations of their 
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class as poison gas, so they invented a different simile, 
known as poisonous grass. It was contained in Chairman 
Mao Tse-tung’s famous unpublished speech at the end of 
February. 


But the general view seems to be that the Party 
leadership personnel of the lower middle class (others seem 
to be employing the same principles of division and strati- 
fication as the Communists are taught to apply to all 
society except themselves) are not at all enamoured of 
this campaign, especially when they have to listen to the 
ex-bourgeoisie, and that their lack of enthusiasm is at least 
equal to the marked reserve of the intellectuals. Some who 
did go out into the streets were sorry for it. Many who 
kept silence for years suddenly put their ideas on paper, 
only to have the MS. returned to them with the adjuration 
to keep their ideas.to themselves. 


And indeed when the fun did really begin there were 
some very embarrassing moments. The Vice-President of 
the Tientsin Normal College mused audibly on the conten- 
tion that Marxism should not be looked upon as the guiding 
thought of the nation. He thought it should not be ranked 
higher than a means of contention. A neighbouring pro- 
fessor from Nankai insisted that contention should be led 
by Marxism-Leninism. Another difficulty was that the 
scholars find it so hard to give up their habit of despising 
each other. They are just as bad as the young people who 
know nothing but despise the old people who perhaps know 
too much. Professor Pao of Nankai said that as a student 
of economic geography he was always haunted by the fear 
of being accused as a believer in “determinism of the geo- 
graphic environment.’’ This same professor said that ever 
since the Sino-Japanese War 20 years ago they had lost 
contact with academic circles in the West, which gave rise 
to a sense of emptiness and ‘made us wander around 
irresolutely,” and deprived them of any ability to contend 
with one another even if they wanted to do so. 


Of course most of the professors who attended the 
forums in Shanghai, Tientsin and other leading cities ad- 
hered to the principle that criticism should be directed 
toward unity, not simply to score points against the Marxists 
or the Government. The Dean of Economics at Nankai 
(Chi Chao-ta) and of History (Cheng Tien-ting), together 
with Prof. Chien Jung-kun, made a formidable trio from 
that noted university founded by the great Dr. Chang 
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CHOU EN-LAI ON WORK 


Premier Chou En-lai delivered a 30,000-word report on 
work of Government in 1956 at the annual meeting of the 
National People’s Congress in Peking on June 26 which 
was attended by 1,062 deputies. Chairman Mao Tse-tung 
was also present. As usual the report was full of self- 
praise for achievements in socialist construction under leader- 
ship of the Communist Party. Chou emphasized that all 
power belonged to the Communist Party which represents 
the ‘people’ and warned that no effort to shake the present 
system would be tolerated. Following are extracts from 
the report. 


Socialist Revolution 


During the socialist transformation, social property 
suffered no destruction, social order was maintained and 
production did not fall. Since 1949, five major movements 
have been launched—land reform, resistance to US ‘aggres- 
sion’ and aid to Korea, suppression and weeding out ‘coun- 
ter-revolutionaries’, the San Fan (against corruption, waste 
and bureaucracy) and Wu Fan (against bribing govern- 
ment workers, tax evasion, theft of state property, cheating 
on government contracts and stealing economic information 
for private speculation), and ideological remoulding. Land 
reform completely destroyed the foundation of feudalism. 
The resistance to US ‘aggression’ smashed pro-American 
feeling and the fear of the US which infected a section of 
the people, especially many intellectuals. The suppression 
of counter-revolution consolidated the people’s democratic 
dictatorship. The San Fan and Wu Fan created favourable 
conditions for socialist transformation of private industry 
and commerce. The ideological remoulding provided the 
opportunity to examine and to criticize many reactionary 
ideas and to tell the intellectuals whom they should serve! 
In these huge mass movements, there were deviations and 
mistakes in the practical work. However, the deviations 
and mistakes cannot ‘overshadow the objective need’ 
and the main achievements attained. One should not 
use individual or partial mistakes made in these revolu- 
tionary movements to undermine the achievements. 


At present, classes still exist in China. Although the 
landlord class and the bureaucrat-bourgeoisie were eliminat- 
ed long ago, the persons who once comprised these classes 
are still in the course of remoulding themselves through 
labour and in life itself but their inherent class ideology 
and class sentiments have not yet been completely changed. 
Although the overwhelming majority of private industria- 
lists and businessmen have taken part in joint state-private 
enterprises, the dual character of the bourgeoisie is still 
there. The fact that a handful of capitalists have come 
out with a proposal that state representatives withdraw 
from the joint state-private enterprises is a particularly 


Po-lin. The point they stressed is the difference between 
conditions in China and, say, in the Soviet Union. Too 
many contributions to the debate were based on concep- 
tions but not on the realities of China. It was hinted that 
Stalin’s once compulsory books had been “given the works” 
much more enthusiastically since schools were authorised 
to contend. Even so the relation of these discussions with 
reality was “‘still wanting in intimacy,” because they were 
based on the conclusions of other people rather than on the 
concrete conditions in China and on realistic data. And 
so it was said that the lack of realistic data constituted the 
universal shortcoming at present. 
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OF GOVERNMENT IN 1956 


glaring sign of their refusal to accept socialist transforma- 
tion which requires them to go through a process of self- 
criticism and gradually change their class stand, ideas and 
sentiments. It is one of Peking’s important tasks to see 
that the fruits of the socialist revolution are made secure 
and that socialist transformation is carried forward to com- 
pletion. 


Socialist Construction 


Steel output under the five-year plan (19538-1957) will 
total 16.3 million tons. Total industrial output this year 
will be 220% of the 1952 figure and total agricultural out- 
put will be increased to 126% of 1952. More than 800 
large-scale projects were launched including water conser- 
vancy schemes and the Yangtze River Bridge. Designs and 
equipment for 156 projects were supplied by the Soviet 


Union. 8,500 kilometres of railways will be completed 
during the period. There will also be 280,000 university 
graduates. National revenue, balancing expenditure, total- 


led 136,914 million yuan while foreign loans in the five-year 
period were only 3,100 million yuan—2.3% of the total. 
Of the total revenue, 60% was spent on _ construction 
and an increasing share went to economic and cultural de- 
velopment while administrative and defence spending fell 
proportionally. 


Total industrial production last year reached the value 
of 58,600 milion yuan which is higher than the target set 
for 1957, last year of the five-year plan. There was a 
sudden increase in demand for means of production causing 
shortage of various materials and equipment particularly 
building materials and metal products. On the whole, how- 
ever, handicrafts and joint state-private - enterprises in- 
creased production and business last year. 


In spite of the fact that the worst weather conditions 
in several decades affected 15.38 million hectares of land 
where about 70 million people lived, the value of farm 
output still increased by 2,740 million yuan, approaching 
the target set for 1957. Cotton and rape-seed were the 
most severely hit crops and output fell below the level of 
1955. Government spent 869 million yuan on precautionary 
measures against flood, extending relief and granting loans 
to those affected by the flood. During second half year, an 
additional 7,000 million catties of food grain were allocated 
to people in stricken areas. 


Last year China began to produce jet aircraft and 
heavy motor vehicles, high-capacity power generators and 
single shaft automatic lathes. New steel smelting capacity 
added in the year amounted to 1.42 million tons. Invest- 
ments in capital construction last year were nearly 14,000 
million yuan—one-third of the total target outlay in the 
first five-year plan. As the result, the proportion of con- 
struction work done in the first four years rose to 86% 
of the entire target. 


Faults in last year’s work were: (1) overspending of 
1,500-2,000 million yuan on capital construction; (2) taking 
on too many new employees and raising wages in some 
eases by too much; (3) enrolling too many students in 
schools and universities. As a result, although the output 
of capital goods went up by 41% and that of consumer 
goods by 22%, a deficit of 1,830 million yuan appeared. 
Of this, 1,650 million yuan was covered by the surplus car- 
ried over and by borrowings. More currency was issued 
and stocks valued at about 2,000 million yuan were used. 
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1957 national revenue will be 2% greater and expendi- 
ture 4% less than in 1956 and state reserves will be in- 
creased, Total industrial production this year will increase 
by 4.5% to 60.300 million yuan and agricultural production 
by 4.9% to 61,000 million yuan. Funds to be spent on 
capital construction are set at 11,100 million yuan, 1,400 
million yuan more than originally scheduled for 1957 but 
20% less than in 1956. Total spending on construction for 
the five years combined will surpass the plan by 5,000 mil- 
lion yuan. Figures for the first five months of this year 
show that the 1957 budget and construction plan have been 
earried out well. 


Basic State System 


China is a people’s democratic state led by the work- 
ing class and based on the alliance between the workers 
and peasants. This is written into the constitution. The 
people exercise their power through national and _ local 
people’s congresses, organised on the basis of democratic 
centralism; this is the basic system of the state and only 
this system has ensured and can continue to ensure the 
victory of socialism and no effort to shake it will be 
tolerated. 


The central authorities are now preparing to enable 
local authorities to give full play to their initiative under 
centralised leadership. These necessary changes will help 
the growth of the economic base. Since the Republic has 
been founded many important laws have been made, in- 
cluding the trade union, land reform, marriage and election 
laws and the labour insurance regulations. Now, with the 
completion of socialist transformation it is possible to draft 
a criminal code; a civil code is in the process of being 
drafted. 


LONG-TERM AND SHORT-TERM 
CREDITS IN 


FAR EASTERM 


Economic Review 


Some rightists are attacking the basic system of the 
state on the pretext of helping the Communist Party to im- 
prove its working style. Their main aim is to sever the state 
power from the working class and its vanguard, the Commu- 
nist Party. They wish to take the country from a socialist 
course on to a capitalist course. The “‘Chinese people’”’ will not 
tolerate this! In the twofold state function of democracy 
and dictatorship, the latter cannot be weakened because 
there are still remnant counter-revolutionary forces waiting 
to take action. The extensive democratic freedoms enjoy 
by the people will be enhanced as socialism develops but 
the people will not agree to the granting of freedom to 
those who want to destroy the basic social system and 
socialism. The constitution recognises that the Communist 
Party is the leading party. Only the Communist Party can 
lead the people to build a classless society without exploita- 
tion. The principle of united front is that the Communist 
Party leads it and that socialism is its foundation. De- 
parture from that principle means excluding oneself from 
the united front. Furthermore, the correct execution of 
government policy demands a strong core of Communists 
at all levels, 


International Affairs 


The international situation during the past year deve- 
loped in general on lines beneficial to world peace and 
against war, but peace was constantly threatened by the 
policy of arms expansion and war preparations. The unity 
of the camp of socialism was strengthened not weakened 
after the Hungarian incident. International socialist unity 
based on proletarian internationalism and equality cannot 
be destroyed by provocation! However, the danger of war 
still exists and vigilance must not be relaxed. 


BANK 
TAIWAN 


By C. L. Chow 


Division of Banking Operation 


It has been advocated in Taiwan that, as practised in 
other countries, banks should be divided into savings banks 
and commercial banks, the former should accept only sav- 
ings deposits and extend long-term credits for capital ex- 
penditure, while the latter should carry only demand deposits 
and supply short-term credits to industry and commerce on 
a self-liquidating basis. Separate institutions should be 
maintained for financing real estate mortgages and farm 
respectively. In short each type of institutions should 
operate only in a specified field of business activities, 

It was also advanced that savings accounts and savings 
banking should not be utilized in the creation of money 
supply. 


The British Theory 


The idea that commercial banks should only carry de- 
mand deposits and extend short-term credit appears to 
originate from the British theory developed in the late 
eighteenth and early nineteenth centuries that since the 
notes and deposits of commercial banks were payable on 
demand or on short notice, their assets should consist of 
cash and papers based upon self-liquidating short-term 


transactions, so that the banks would be enabled to obtain 
funds quickly should holders of notes or depositors demand 
payment. The comnrercial banks were restricted, under this 
theory, to supplying working capital for purely mercantile 
purpose. A more liberal interpretation of this theory per- 
mitted the banks to supply working capital to trade, indus- 
try and commerce but it still prohibited them from exten- 
sion of long-term loans, a function left to be performed 
by specialized investment institutions. This theory was suc- 
cessful in England because the country was _ industrially 
mature, with surplus capital seeking for investment oppor- 
tunities, with a large mercantile population engaged in 
domestic and international trade and with an old and 
established banking system. Besides, Britain enjoyed a 
monopolized market in its vast colonial empire for its in- 
dustrial products. Good investment opportunities in the 
colonies, countries like India, Burma, called for the existence 
of specialized investment institutions. It should be noted 
that this theory failed to work out satisfactorily in the 
United States though it was introduced and tried because 
the country was then primarily agricultural, scarce in 
capital, with a small trading community and very few short- 
term, self-liquidating credit instruments. In the United 
States today, demand deposits are badly mixed with time 
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and savings deposits, and bank portfolios are mixtures of 
short-, intermediate-, and long-term papers of commerce, 
industry and agriculture. A look into the loan portfolio of 
an American bank will reveal that it consists of commercial 
loans, real estate loans, improvement loans, instalment credit 
and farm credit. In a recent paper on “Farm Credit at 
Second District Commercial Banks,” appearing in the 
Monthly Review of the Federal Reserve Bank of New York, 
it was reported that in 1956 a total credit of $153 million 
was extended to the farmers by the commercial banks in 
the district, 35% of which was secured against real estates, 
65% of which with maturities of five years or more. In 
a booklet on “British Finance’ by Duncan Crow, it was 
stated that “Banks are the chief means for collecting a 
country’s savings, and the banks which carry out this im- 
portant function are not only the “ordinary’’ ones _ like 
Lioyds, Barclays, etc., but also a type known as “savings 
banks”. These include the Post Office and Trustee Savings 
Bank which are run by the State as part of the National 
Savings Movement. Other institutions which play a part in 
the collection of savings are insurance companies and build- 
ing societies.” 

The above shows that this theory was not even strictly 
adhered to in Britain today, not. to say in the United States. 
Why then was this theory no longer practicable? 


Changes Affecting the Theory 


The British theory was developed in the late eighteenth 
and early nineteenth centuries. Several changes have since 
occurred which made this theory less applicable than former- 
ly or at least only applicable in a different sense. Such 
changes may be enumerated as follows: 


(1) The rise of corporations, with stocks and bonds, 
investment institutions and well-organized securities 
markets, and a large body of active traders and speculators, 
have made it possible to liquidate securities in a short 
time and with little reduction in value. There have also 
been good markets for staple agricultural and mineral pro- 
ducts. As a result, bank loans secured against such securi- 
ties or staple commodities enjoy high liquidity because the 
collaterals can readily be sold with little or no loss in 
value. 


(2) Competition among banks has encouraged and en- 
abled borrowers to stay in debt to the banks, with the 
result that loans have taken on a high degree of continuity. 
The old practice of requiring a borrower to get out of 
debt once a year has long since been abandoned, partly 
because it was discovered that a debtor borrowed from one 
bank to repay his loan to another. Industries’ need for 
working capital has become continuous. Even loans of a 
seasonal nature are not all repaid strictly on due date, and 
it is generally understood that the bankers will renew their 
loans. After all, no bank wants to lose its credit-worthy, 
old customers. The only credits with really dependable 
liquidity are the papers sold through the discount market. 


(3) If depression threatens, it becomes impossible to 
liquidate loans collaterilized by securities or commodities. 
At such times every holder wants to sell, not to buy. In 
fact, the demand for loans increases. So-called self-liquidat- 
ing loans cannot be liquidated any more than other types 
of credit. A panic can only be eased by extension of more 
loans. Here comes the role of the central bank, a lender 
of last resort. 


Adoption of this Theory in Taiwan 


In view of the above changes, it is highly important 
to give careful consideration to its effects on the money 
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market prior to adoption of this out-dated British policy and 
practice in its entirety in Taiwan. Existing economic con- 
ditions on this Island are not much different from those 
of the United States prior to World War I. Our country 
is still mainly agricultural with nearly ninety percent of 
its export comprised of farm products. Indeed we have 
made wide strides in industrialization as compared with 
other countries in the Far East, with the exception of 
Japan. The dire need for capital and meagreness of na- 
tional savings are, however, generally admitted. It may be 
argued that this practice would give the local commercial 
banks a high degree of liquidity, but the question is: Would 
it meet the credit needs of our expanding industry and com- 
merce? Actually, there is little difference in liquidity to 
the depositor between demand deposits and savings deposits. 
According to Regulation D of the Federal Reserve Board, 
the term “savings deposit’? means a deposit, evidenced by 
a pass book and in respect to which deposit— 


(1) the depositor is required, or may at any time be 
required, by the bank to give notice in writing of an in- 
tended withdrawal not less than thirty days before such 
withdrawal is made: (2) withdrawals are permitted in only 
two ways, either (i) upon presentation of the pass book, 
through payment to the person presenting the pass book or 
(ii) without presentation of the pass book, through pay- 
ment to the depositor himself but not to any other person 
whether or not acting for the depositor. 


On the strength of the word “may” in (1) above, a 
savings depositor can, in practice, withdraw part or whole 
of his deposit at time without prior written notice to the 
bank. In Taiwan, such savings deposits are classified as 
“demand deposit B.’’ Besides the all-purpose savings ac- 
counts, American banks are luring millions in new funds 
with such special ideas as Christmas funds, auto accounts, 
hobby accounts, rainy-day accounts, educational accounts, 
even special “stock’’ accounts. By the very captions of 
these savings accounts, we can see that some of them are 
not at all long-term deposits. In view of the limited re- 
sources of the local commercial banks, division of banking 
operations would mean further restriction of bank credit. 
On the other hand, we may bear in mind that a bank’s 
liquidity under normal conditions is helped along by new 
deposits which offset a major portion of or all withdrawals 
in each business day. In other words, even these demand 
deposits can be utilized to meet loans of intermediate-terms. 
People deposit money in a bank partly for safekeeping and 
partly to meet future payments through the facilities of a 
bank. It is true that an individual depositor of a demand 
deposit intend to make use of his funds within a consider- 
able short period, but a withdrawal from one account gen- 
erally results in one or several new deposits in other ac- 
counts, though may not be with the same bank. Conse- 
quently, a major portion of funds withdrawn are still within 
the banking system. 


Creation of Money 


Let us now turn to the question of the relationship 
between savings deposits and savings banking with the crea- 
tion of money supply through the banking system. First of 
all, we must distinguish the character of a savings bond 
floated by the government from that of savings deposits 
maintained with a bank. Selling of savings bonds will 
result in a contraction of central bank credit or high-power 
money. Money deposited in a savings account with a bank 
is quite different. Should these funds from savings accounts 
be utilized by an investment bank for financing long-term 
capital expenditure? It will mean the use of such funds 
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for procurement of capital goods or erection or expansion 
of plants by the borrower. The seller of capital goods or 
building contractor who receive payment for their goods 
or services will disburse such funds in the form of wages 
or for procurement of supplies from manufacturers or im- 
porters. The funds are then no longer long-term in nature. 
It will flow from hand to hand as working capital and will 
mostly become demand deposits or currency outside banks 
with the commercial banks, even though a small percentage 
representing real savings will flow back into savings account 
again. It should be noted that against savings deposits, a 
bank is required to maintain a lower reserve ratio as com- 
pared with demand deposits. This concept that savings de- 
posits used for extension of long-term credit for capital ex- 
penditures of industries fall beyond the scope of creation 
of bank credit through the banking system appears to be 
the result of failure to distinguish the nature of a long- 
term capital loan from that of gilt-edged investment. The 
latter still awaits development in this country. 
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Concluding Remarks 


In the introduction of banking policies and practices, 
study should be given to the timeliness of such a policy or 
practice and its adaptability to prevailing conditions and 
requirements. Revival of any out-dated policy in Taiwan 
will further harass the financing of industry and trade in 
view of its cumbersome procedure which may not bring any 
practical good to the overall economy of the country. In- 
flationary effects of capital expenditures will not be mini- 
mized by complicated banking practices. 


There should be a clear understanding in the inter- 
relationship of savings deposits and demand deposits, a por- 
tion of the former will become a portion of the latter and 
vice versa. Savings deposits, unless used for gilt-edged in- 
vestments, will be a base for creation of credit by an 
individual bank. On the other hand, national savings in 
the form of savings bonds will reduce the money supply 
in that it is a contraction of central bank credit. 


REDUCTION OF US AID TO TAIWAN 


Actual reductions in American economic aid to Taiwan 
need not have any serious consequences and, in fact, may 
prove a blessing in disguise. If the cuts do not exceed 
US$50 million, Taiwan’s economy should operate at about 
the 1956 level for the next fiscal year. 


It now appears that the Finance Minister’s previous 
estimate of US$160 million (Far Eastern Economic Review, 
18 April, 1957) for 1957 exports will be exceeded by as 
much as $10 million. This is due in part to sustained high 
sugar prices and in part to the marketing prospects for 
rice in view of the current tenor of the Japanese trade 
talks. The newly estimated export potential is, therefore, 
$40 million over the 1956 figure. 


Imports are being held at lower levels than in 1955 
and 1956. Substantially more favorable export balances 
are being reported monthly. New productive capacity for 
nitrogen-type fertilizers, currently in operation, has further 
reduced the need for foreign purchases of these commodities. 
It seems well within the limits of probability that imports may 
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be reduced $10 million from the 1956 level of $114 million 
(exclusive of US aid and self-provided exchange). 


Adding together the confidently expected gain in ex- 
ports with the estimated practicable reduction in imports, 
the net position would be $50 million better than in 1956. 


The amount of U.S. economic aid to Taiwan has in- 
creased from $8.7 million in 1949 to $96.5 million in 1956. 
During the same period, the net external contributions to 
the economy (export balance plus economic aid imports) 
have risen from $16.6 million to $112.2 million. However, 
the ratio of the export balance to the actual amount of 
U.S. economic aid has exceeded 47% in only one year (1955) 
since 1949 and has averaged only about 20% for the whole 
period. In 1956 the ratio was slightly over 16%. 


: The above figures do not reveal any significant gain 
in the viability of Taiwan’s economy. In fact, they super- 
ficially suggest an increasing dependence both in the amount 
and proportion of economic aid required. Many other fac- 
tors are, of course, involved in determining progress toward 
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KOREA 


The Land 


Korea is a peninsula bounded by Manchuria and Siberia 
on the north, with China across the Yellow Sea to the 
west and the islands of Japan across Korea Strait to the 
southeast. The area of Korea is 85,228 square miles. The 
population of 30 million people makes it thirteenth among 
the nations of the world. Korea has 10 first-rate all- 
weather ports, 27 secondary ports and 139 off-shore anchor- 
ages. The tide varies from three feet on the eastern coast 
to 33 feet on the south and west. The railroads and 
highways of Korea form a great X, intersecting at Seoul 
and extending to the four corners of the peninsula. Its 
railway mileage is now far below normal requirements. 

The Ever White Mountains along the northern boriler 
und the majestic Diamond Mountains on the east coast have 
won for Korea the descriptive title, “Switzerland of Asia.” 
Its scenic attractions are among the most striking in the 
world. 

The northern part of Korea contains 80% of the heavy 
industries, hydroelectric power facilities, and five-sixths of 
the mineral resources; the southern part of Korea is 
fredominantly agricultural, containing the lighter industries 
and such resources as coal and tungsten. 

Korea’s climate is similar to that of northern Europe 
and northeastern United States, with heavier rainfall in 
June and July. The average annual rainfall in Korea is 
about 40 inches, although some parts of north Korea get 
less than half that much and in some sections it is not un- 
usual for 10 times as much rain to fall in July as in January. 
The greatest precipitation is in the south. Winter is the 
dry season. Summer temperatures are comparable to those 
of Central Europe and of the east coast of the U.S., with 
the mean summer temperature running about 70 degrees. 


The People 


Koreans are an ancient and homogeneous race, dis- 
tinct from both Chinese and the Japanese. Thought to be 
descendant from two strains, the nomadic tribes of Mon- 
golia and the Caucasian people of western Asia, the Koreans 
have both Occidental and Oriental characteristics. 

The traditional dress of Korea consists of loose white 
coats and baggy trousers for the men and short, close- 


viability, but they are outside the scope of the present 
thesis. However, it will be most fortunate for Taiwan 
to have the 1957 anticipated export balance of $50 million 
if substantial cuts are made in U.S. economic aid funds. 


Without causing serious immediate distortions, Taiwan 
can get along for a year, at least, with a $50 million cut 
in aid. Within that period of grace, the Chinese govern- 
ment can reappraise its utilization of American aid against 
the inevitable day when there may be further cuts or no 
aid at all. If the proper adjustments are made, not only 
will the longer term outlook be more realistic, but in the 
process the American people may find, happily enough, that 
Taiwan has turned their assistance from a crutch into an 
economic springboard. After all, there is a real question 
of the American taxpayer’s ability indefinitely to support 
segments of the free world in the style to which they have 
become accustomed. 

— Charles H. Barber 


(Taipei) 
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AND THE KOREANS 


fitting bolero jackets and vividly-colored flowing skirts for 
the women. 


For centuries, Korean homes have been heated by plac- 
ing flues under the floors, a method just recently being 
adopted by leading architects of the West. The typical 
Korean house is built in the shape of a “U” with a wall 
enclosing a courtyari| at the open end. 


Rice, meat, fish, poultry, vegetables and fruit are the 
principal foods in the Korean diet. Aside from rice, the 
most popular dish is Kimchi, a highly spiced pickled com- 
bination of turnips, onions, celery and other vegetables. 

The women of Korea enjoy the highest status of any 
women in Asia. Their feet have never been bound as in 
China and they have never had to bow before their husbands 
and sons as in Japan. Today all Koreans over 21, women 
as well as men, have the right to vote. Korean women to- 
day are entering most of the professions open to women in 
the United States. They are occupying positions as doc- 
tors, radio announcers, newspaper editors, photographers 
and pharmacists as well as teachers and nurses. 


The Korean children entertain themselves in much the 
same way as other children do, They see-saw, swing, jump 
rope and make snowmen. Little girls play house and make 
their own dolls from bamboo and grass or cotton cloth. 
Most of the Korean games test strength, agility or per- 
ception. The tides of war left nearly 100,000 Korean or- 
phans and some 284,000 widows with 517,000 dependent 
children. More than a million south Korean civilians lost 
their lives and another million were wounded or invalided, 
or disappeared. Some eight million were driven from their 
homes. A vast problem of resettlement remains. 


History 


Korean civilization, one of the oldest in the world, 
dates back in legend 4,200 years to Dan Goon, mythical 
founder of Korea. At the beginning of the Christian era, 
Korea was divided into three kingdoms, Koguryu, Pakche 
and Silla. The Silla dynasty, which originated in 57 B.C., 
united all Korea in 669 A.D., much as the seven kingdoms 
of ancient Britain were joined together a little later. 


The historical name of Korea, Chosen, means ‘Land 
of the Morning Calm.” This name is figuratively cescrip- 
tive when one considers that through Korea’s long history 
it has enjoyed a stability and continuity that few nations 
can claim. Only three dynasties, the Silla, Koryu and Yi, 
ruled the country from 669 A.D. to 1910. 


The Koryu dynasty, coming to the throne in 918, ini- 
tiated an age of enlightened progress similar to that of 
King Alfred in England. Some of the greatest Buddhist 
monasteries were built in this period, and their remains and 
successors may still be seen in the mountain valleys. 


In 1392, General Yi Sung-kei founded the Yi dynasty 
which ushered in a golden age similar to the Elizabethan 
Age in England. During this dynasty, the capital was es- 
tablished at Seoul, a simplified alphabet was developed, 
books were printed from movable type, universities were 
founded and literature and the arts flourished. The last 
Yi king was removed from the throne by the Japanese in 
1910. 

The world’s first iron-clad battleships were built by 
the Korean admiral, Yi Soon-sin, who used them to defeat 
the Japanese navy during the war of 1592-98. As a result, 
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Japan never got beyond Korea in her first effort to con- 
quer the world and had to give up her plans. 


Long known as the “Hermit Kingdom,” Korea was 
opened to the outside world by a-treaty with the United 
States proclaimed in 1882. American engineers helped de- 
velop Korean mines and build railroads. 

In 1905, as a result of the Russo-Japanese war, Korea 
was made a protectorate of Japan. Five years later the 
Japanese quietly annexed the peninsula into the Empire. 
But the Koreans kept alive their desire for independence 
throughout the occupation. So hostile were the Koreans 
towards their overlords that the Japanese had to prohibit 
them from owning any sort of weapon. A large police 
force had to be maintained. Thousands of Koreans fled 
into the hills as guerilla fighters or across the border into 
Manchuria and Siberia. Korean protest against Japanese 
rule reached a climax with the ‘passive revolution” of 
March 1, 1919. In this uprising, which preceded Gandhi’s 
peaceful rebellions in India by three years, the Koreans 
bore no arms against the Japanese and made no effort to 
harm them physically. As a result of this revolution, a 
Korean provisional government was set up with head- 
quarters in Shanghai. 

By a war-time agreement intended to be merely tem- 
porary, Korea was divided along the 38th parallel in 1945, 
with Russian troops occupying 56 per cent of the country 
north of that line and American troops the 44 per cent 
in the south. Despite the fact that Russia refused to let 
a United Nations Commission enter the northern zone, the 
UN group conducted elections in the part occupied by the 
United States on May 10, 1948. Representatives who were 
elected to the National Assembly chose Syngman Rhee as 
president, and the Republic of Korea was inaugurated 
August 15. 


Culture 


For many centuries the Japanese called Korea the Trea- 
sure Land of the West. Korean art served as models for 
Japanese porcelainware, painting and architecture. Korea 
was the medium through which Chinese and Indian culture 
were introduced into Japan. Korean lacquer-ware, deli- 
cately inlaid with mother-of-pearl, is said by experts to be 
the finest in the world. Authorities on Oriental art describe 
the best Korean pottery as superior to that of the rest of 
the Far East because of its ‘“easeful serenity and grace— 
never lapsing into facility or trivial prettiness.” The rich 
and delicate celadons of the Koryu period are prized by 
discriminating collectors of ceramics throughout the world. 

Korea’s rich heritage of ancient music survives to the 
present day. The Yi Palace Orchestra, founded more than 
500 years ago, still performs ancient court music in the 
old tradition. Korea also can boast many fine opera and 
classical forms in addition to thousands of folk songs which 
are readily appreciated by Westerners. Korean concert 
goers frequently may hear performances by their own ex- 


cellent orchestras of the standard Western symphonic 
works. 


The best examples of Korean architecture are the Bud- 
dhist temples. Following the general pattern of Oriental 
architecture, these temples are distinguished by their per- 
fect symmetry and their serene, classic lines. 

In the 15th century, Korean scholars compiled an en- 
cyclopedia in 112 quarto volumes, 300 years before the 
encyclopedia movement originated in France. A copy is 
now in the Congressional Library in Washington. 

The oldest and most continuous records of rainfall 
kept anywhere in the world are in Korea. In 1442 King 
Seijong had a bronze instrument to measure precipitation. 
In 1770 King Yungjo revived the system and had rain 
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gauges placed in the palace grounds and in each of the 
eight provinces. Records were maintained continuously 
from that date. They provide an invaluable source of 
meteorological information. 


The first king of the Yi dynasty conscripted 200,000 
workmen to construct a great wall around his new capital 
city Seoul. It was seven miles long, up to 20 feet wide 
and from 10 to 20 feet high. It contained four great gates 
and four smaller ones. Part of the wall, including the 
famous South and East Gates, still stands. It is well in- 
side the city, which has grown to over a millitn inhabi- 
tants. 

The ingenuity of the Korean people is evident from 
their inventions. These include movable metal type (1234), 
astronomical instruments (15th century), and the world’s 
first iron-clad battleship (about 1595). A suspension 
bridge was built in Korea some 300 years before the Brook- 
lyn Bridge was erected; and the world’s oldest existing 
astronomical observatory (7th century) still stands at 
Kyongju. 

The beautiful and richly symbolic emblems on the 
Korean flag are among the oldest national symbols in the 
world. The Korean tiger, larger and fiercer than the Bengal 
tiger, is the national animal. The Korean national anthem 
is a stirring tune written by Eak-Tai Ahn, the Korean 
conductor of the Mallorca (Spain) Symphony orchestra. 


Religion 


The ancient religious beliefs of Korea contained some 
of the same teachings as Christianity. For instance, the 
people worshipped one god, whom they called Hananim, and 
they believed in personal sin and punishment. These be- 
liefs provide a foundation upon which missionaries can build 
in helping Koreans understand Christianity. 

Korea’s ethical system is Confucian. It is based upon 
the five-fold loyalties: to the sovereign, to parents, between 
husband and wife, to brothers and sisters, and to friends. 
The traditional oriental religions of Buddhism and Taoism 
have many adherents. The Christian religion is thought to 
have been introduced into Korea at the time of Marco 
Polo. The first missionary to enter the country was a 
French Catholic priest, Pierre Maubant, in 1835. The first 
Protestant missionary to take up permanent residence in 
Korea was an American physician, Dr. H. H. Allen, who 
came to Seoul in 1884. Missionaries have been so success- 
ful there that they call Korea “the most Christian land 
in the Orient.” Methodists, Presbyterians and Catholics 
have the greatest following. The Christian population of 
the peninsula is small numerically—approximately 8% of 
the people are Christians—but wields great influence. Dur- 
ing the war, a great evangelical and revival movement swept 
throughout southern Korea. The U.N. Command Chaplain 
has stated that a total of 21,882 Communist prisoners of 


war were converted to Christianity during their intern- 
ment. 


Education 


Korea was one of the first countries in the Far East 
to adopt a public system of education. For centuries the 
Korean government had a cabinet minister for education. 
Children attending the public schools were taught to read 
and write Korean and Chinese and were instructed in Con- 
fucian ethics. 

Appointment to public office in old Korea was based 
on knowledge and intelligence rather than upon class or 
wealth. Scholars and poets were held in high esteem. 

As early as 1420 A.D., a royal college of literature 
was established, and during the middle of the same century 
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a school for the study of the Chinese vernacular flourished. 
Over 3,000 volumes had been printed in Korea before 1895. 
Choe Chi-wun, the Korean Chaucer, wrote the first novel 
in the seventh century. 


During the last years of the Japanese occupation, nei- 
ther Korean history nor the Korean language was taught 
in Korea’s schools, and Korean children were punished for 
speaking their own language instead of Japanese. 


War-time destruction reduced school buildings and 
other facilities by two-thirds, but students and teachers 
still met in classes conducted on hillsides and in open fields. 
By 1954, almost three million children—89.8% of the 
eligible population—were in elementary. schools. In 150 
secondary schools 433,000 were enrolled. And 66,400 stu- 
dents were attending the 13 universities, 31 colleges, 7 
junior colleges, and 15 vocational institutes. 


Economy 


Before World War II, the foreign trade of Korea was 
second in the orient only to that of Japan. Over 90 per 
cent of its external trade was with Japan. Korea was kept 
by the Japanese primarily as a supplier of raw materials 
and as a market for its own surplus goods. Approximately 
50 per cent of Korea’s annual rice crop was exported to 
Japan. 


_In varied mineral and coal deposits and 
electric power potential, Korea has all the resources except 
oil for extensive industrial development. Among its basic 
resources are coal, iron, gold, silver, copper, lead, zinc, 
tungsten, lithium, mica, nickel, barytes, molybdenum, mag- 
nesite, alum, shale, graphite, fluorspar, kaolin and timber. 


In 1939 Korea was sixth in the world in fisheries ex- 
ports. Its 11,000-mile coastline makes it ideal for marine 
life. Its waters contain 75 kinds of edible fish, 20 kinds 
of edible shellfish and 25 other kinds of commercial sea 
animals and plants. 


Approximately 15 million people in south Korea, of 
the total population of an estimated 22 million, are engaged 
in agriculture. The main crops are cereals, of which the 
most important is rice. A decade ago, Korea was the 
world’s fourth largest rice producer. 


The Republic of Korea Government has enacted a land 
reform law providing for the sale of all tenant-occupied 
farm land to its occupants, except for lands owned by 
churches, schools, and other public service institutions. By 
March 1, 1951, more than a million acres had been dis- 
tributed to tenant-farmers. Today, the average rural 
family farms 2% acres. 


One of the richest tungsten deposits in the world is 
being mined at the Sangdong and Dalsang mines. In 1953 
Korea exported $31,000,000 worth of tungsten ore concen- 
trates te the United States. Since then Korea has been 
seeking additional free world markets. 


Government 


Korea has a democratic, republican form of govern- 
ment. Its constitution was modeled after that of the U.S., 
and it specifically safeguards individual freedoms in its “bill 
of rights’—Articles 8-28. The preamble of the Korean 
Constitution declares: “The sovereignty of the Korean 
Republic shall reside in the people as a whole.” 


The Korean Government is composed of three branches: 
(1), the Executive branch which is headed by the President 
(Dr. Syngman Rhee), plus a Cabinet; (2) the Legislature, 
2 bicameral body, called the National Assembly; and (3) 
the Judiciary, including a Supreme Court. 
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Koreans enjoy universal suffrage, Article 8 of the Con- 
stitution stipulating that there be “no discrimination derived 
from sex, religion, or social position.” 


In accordance with the Local Autonomy Law, which 
stipulates that the 17,559 provincial and local officials be 
popularly elected instead of appointed, the people elected 
representatives to the new town, township, city, and pro- 
vincial councils in April and May, 1952. 


On July 4, 1952, the National Assembly, by a vote 
of 163-0 (with three abstentions), adopted four amend- 
ments to the Constitution which provided: (1) for the direct 
election of the President and Vice-President by the people: 
(2) that the previously unicameral National Assembly be 
composed henceforth of a House of Councillors and a House 
of Representatives; (3) that the Prime Minister appo.nt the 
members of the Cabinet; and (4) that the National As- 
sembly, under certain conditions, have the authority to 
dissolve the Cabinet by a vote of no confidence. 


In accordance with the new provisions of the Con- 
stitution, nation-wide elections were held on August 5, 
1952, to select a new President from a slate of four can- 
didates and a new Vice-President from a slate of nine 
candidates. Of the 7,033,633 voters (86% of those regis- 
tered), 5,238,769 voted for Dr. Syngman Rhee. On August 
15, 1952, President Rhee was re-inaugurated and began his 
second four-year term of office. 


Constitutional amendments in Nov., 1954, provided for 
national referendums on matters basic to the Republic, cen- 
tere more responsibility in the President by elimination 
of the prime ministry, extended free enterprise in com- 
merce, and exempted President Rhee from the two-term 
limitation. 


The War 


On June 25, 1950, north Korean Communist troops 
crossed the 38th Parallel and launched a full-scale invasion 
of the Republic of Korea. The U.N. Security Council, meet- 
ing in emergency session, immediately declared that the 
Red aggression constituted “a breach of the peace,’’ calle 
for the “immediate cessation of hostilities,” and demanded 
the immediate withdrawal of the Communist troops. On 
June 27th, the Security Council then called upon all member 
nations to aid in repelling aggression in Korea. President 
Truman ordered U.S. air and naval forces to assist ROK 
the same day and on June 80th authorized the use of ground 
troops. 


The inadequately armed, poorly trained, weak ROK 
Army and the small U.N. Army were forced back by the 
overwhelming Red armies to a small triangle (‘the Pusan 
Perimeter’) behind the Naktong River, where they held. 
On Sept. 15th, U.N. forces counter-attacked, made an am- 
phibious assault on Inchon, and shattered the north Korean 
armies. The U.N. and ROK forces recaptured Seoul on 
Sept. 26th and crossed the 38th Parallel on,Oct. 7th. 


On Nov. 26th, 200,000 fully equipped Chinese Com- 
munist troops crossed the Yalu River; General MacArthur 
termed that new aggression in Korea an “entirely new 
war.” The U.N. General Asse ibly branded th2 Chinese 
Communists as aggressors by an overwhelming vote of 44 
to 7 (with 9 abstentions) on Feb. 1, 1951. After a bitter 
winter of bloody, costly retreats, the U.N. forces finally 
counter-attacked, recaptured Seoul March 15th, and re- 
crossed the 38th Parallel April 8rd. On May 24th, General 
Van Fleet declared the enemy had “lost his nerve’ and 
that the war had reached. a turning point. Russia’s Jacob 
Malik on June 28rd suddenly called for a cease-fire in 
Korea and armistice negotiations began at Kaesong July 
10th. Two years and 17 days later, after 575 sessions, 


18 


Gar EASTERM 


Economic Review 


ECONOMIC LETTER FROM TOKYO 


According to the Economic Planning Board, our na- 
tional income for 1956 amounted to Y7,427,200 million 
as compared with Y6,548,000 million in the previous year, 
or a gain of 13.4%. The income per capita also shows 
12.2% increase at Y82,547. Both the total national income 
as well as per capita income record the postwar peaks. The 
Economic Planning Board announced that new orders for 
machinery during fiscal 1956 totaled Y¥758,100 million, re- 
flecting brisk equipment investments. This is a big in- 
crease of nearly 80% over fiscal 1955. 


The Bank: of Japan branch managers’ meeting was held 
for 3 days to examine the monetary situation in various 
parts of the country as affected by the recent raising of the 
official rates. At the opening speech on the 20th Governor 
Yamagiwa stated in effect as follows: (1) The Bank’s rates 
were raised by 0.2 sen p.d. per Y100 (ie. 0.73% p.a.), 
because the investment excesses were such as to bring about 
serious deterioration of our balance of payments position, 


an armistice finally was signed, on July 26, 1955. The 
U.N. suffered more than 400,000 casualties during the 
Korean war, with ROK bearing the major burden. Over 


257,000 ROK troops were listed as dead, wounded, cap- 
tured, or missing. 


One of the more constructive results of the war has 
been the tremendous build-up of the ROK Army (now 
sixth largest in the world). When the cease-fire finally 
came, a revitalized and expanded ROK Army was manning 
70% of the frontlines. General James A. Van Fleet, sum- 
marizing the results of his intensive training program, has 
stated that the ROK Army “. . . has made great progress. 
It is the largest, most loyal, most modern anti-Communist 
Army of any Asiatic nation.” 


The Future 


What most concerns Koreans is how and when their 
country might be reunified as a democratic government 
freely elected under United Nations auspices. Reunifica- 
tion and reconstruction continue as the major goals of the 
Republic of Korea. 


UNCURK (U.N. Commission for the Unification and 
Rehabilitation of Korea) officially states that “. . . in spite 
of invasion and division there has emerged in Korea a nation 
of one race, one language and one culture. Any division 
of the country is unnatural, and unification of the penin- 
sula is the desire of the Korean people.” President Syng- 
man Rhee also has pledged that the Korean people will not 
rest until all of Korea is reunited. 


The reconstruction task in Korea is tremendous. The 
ROK Government has estimated that Korea suffered $3 
billion war damage. Over 600,000 homes were destroyed. 


The capital city of Seoul was 80% uninhabitable. Some 
75% of all mines and textile factories. suffered severe 
«lamage. Most of the public buildings and _ utilities lay in 
ruins. 


Generous allotments of foreign economic aid, both 
government and private (especially from the United States) 
prevented starvation and epidemics of disease, but have not 
yet been able to restore productivity sufficient for self- 
maintenance. Destruction of productive facilities contri- 
buted to a ruinous inflation that continues to mount—with 
prices more than 10,000 times higher than in 1947, Despite 


their sufferings, the Koreans remain resolute and hopeful 
for the future. 


and, if left alone, it was judged the country’s economy 
would be endangered. The Bank is determined to keep up 
tight and restrictive monetary measures, till its ends shall 
be achieved; (2) What was needled to be done for tightening 
money has been done for the present, but the Bank is pre- 
pared to take any further steps as are considered effective 
and appropriate to meet the situation. The business 
managers of the 15 Big City Banks, including the Industrial 
Bank and Long-term Credit Bank, held a meeting to com- 
pare notes on what is to be done with their loan rates as a 
result of the rise in the Bank of Japan’s official rates. 
Agreement was finally reached to raise the general loan 
rates by 0.1 sen p.d. (0.87% p.a.) as a rule, and it is now 
assured that big city banks will all raise their rates simul- 
taneously. This means that the present preferential rates 
for short-term loans to the first rate firms of 2.0 sen p.d. 
(7.3% p.a.) will rise to 2.1 sen p.d. (7.67% p.a.). 


The chief of the Bank of Japan’s Business Department 
addressed the executive officers responsible for financing 
of 9 Tokyo banks, and made known the Bank’s firm attitude 
for credit squeeze by telling them as follows: (1) that 
henceforth commercial banks are expected not to allow 
their outstanding loans to make any net increase, but 
rather to achieve net reduction in the total amount of loans 
in July and August; (2) that loan for equipment should 
be discontinued in part or postponed; and (3) that invest- 
ments of commercial banks into securities will be subjected 
to control, in order to discourage and curb issues of cor- 
porate bonds. 


The bill concerning reserve deposits system (known as 
reserve requirement system) was approved, and duly enact- 
ed asalaw. This is expected to add a new powerful weapon 
with which the Bank of Japan is empowered to exercise 
flexible monetary regulation in combination with its ad- 
ministration of official rates policy and open-market opera- 
tions. According to the new law, the percentages of re- 
serve dleposit balances which the Bank of Japan is authorized 
to change range from 0% to 10% at the maximum. Banks 
coming within the purview of this system shall include all 
domestic banks throughout the country and foreign banks 
operating business here. This system will be operated by 
the Bank of Japan through the decision of its Policy Board 
and on approval of the Finance Minister. At present the 
outstanding deposits of all banks of the country total some 
Y4,000,000 million. Hence, should the percentage of re- 
serve deposits be raised by 1%, Y¥40,000 million of cur- 
rencies would be absorbed by and withdrawn to the Bank 


of Japan, and will serve to squeeze the money market to 
that extent. 


The Finance Ministry made public the results of the 
statement of accounts by all 86 banks throughout the coun- 
try for the latter half of business year 1956 (Oct., 1956- 
Mar., 1957). The salient features are: (1) that both loans 
and deposits expanded decidedly reflecting economic expan- 
sion, and banks’ profits before writing down were 13.18% 
greater than the first half-yearly period, recording the 
highest thus far; (2) that, at the same time, banks’ bor- 
rowings increased anil the tendency was for the city banks 
to be “over-loaned’; (3) that retrenchment in personnel 
and supplies expenses progressed to such an extent as may 
be seen in a notable improvement in the percentage of cur- 
rent expenditures against current earnings. Especially con- 
spicuous is the improvement made in the conditions of pro- 


vincial banks compared with the previous half-year in rela- 
tion to city banks. 
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THE SYNTHETIC FIBER INDUSTRY OF JAPAN 


Japan’s synthetic fiber industry, which boasted the 
largest output in the world prior to World War II, experi- 
enced tremendous difficulties in the immediate postwar 
years. In the three or four years following the end of 
the war efforts were concentrated on rebuilding factories, 
steadily increasing production and importing synthetic fiber 
industrial techniques from Europe and the United States. 
Steps were taken thus to improve quality and efficiency as 
well as to lower prices, Technological progress such as the 
improvement of the quality of raw materials based on a 
better understanding of the characteristics of chemical fiber 
itself resulted in removing from staple fiber the stigma of 
“substitute material.” It soon became an_ indispensable 
textile possessing outstanding features all its own. 


Synthetic fibers, as an important export industry, con- 
tribute immensely to Japan’s international earnings. In 
1956, for instance, sales of synthetic fiber products abroad 
amounted to $300 million out of Japan’s total exports of 
$2,500 million. They earned in terms of net foreign ex- 
change $250 million which was the highest among all com- 
modities exported. Staple fiber products accounted for 
approximately 60 per cent of this total. 


Staple Fiker Production: Viscose and cotton staple fiber 
production has been rising steadily over the years. All 
firms last year expanded their facilities owing to favorable 
exports and growing domestic demand. Equipment was 
increased by 40 per cent and output by 400 tons while 
monthly production reached an enormous 1,325 tons which 
was the largest in the world. Production of cotton staple 
fiber is being adjusted in view of a surplus; but despite this, 
it is estimated that monthly output will reach roughly 1,370 
tons by the end of this year since more plants are being 
constructed this year than last year. Volume of output is 
thus expected to total 760 million pounds this year as com- 
pared with 690 million pounds in 1956. It represents a 
more than twofold gain over the prewar production record 
of 327 million pounds chalked up in 1988 and is almost 
twice as large as that of second-place United States with 
400 million pounds, 


Staple Fiber Exports: In the prewar years rayon was 
exported and staple fiber was produced primarily for domes- 
tic consumption but recently this trend has been reversed. 
Staple fiber has become a far more important export item 
than rayon. Half the rayon produced is sold abroad but 
it amounts to less than 40 per cent of the staple fiber out- 
put and does not reach even half its prewar record pro- 
duction. In contrast, Japan now ranks first in the world in 
staple fiber output with half of its production being ex- 
ported. This sharp gain in exports is due to the following: 


(1) Improvement in the quality of the product; (2) 
Increased world-wide trade in this item because it is the 
cheapest as compared with other textiles; (3) Simplicity 
ef the spinning and dyeing process; (4) The extremely low 
prices quoted by Japan of yarn, cloth and secondary pro- 
ducts which require a considerable amount of processing. 


Cotton Staple Fiber: The volume of cotton staple fiber 
traded throughout the world amounts to approximately 300 
million pounds. Japan’s exports until last year totalled less 
than 10 million pounds owing to the fact that its price was 
about ten per cent higher than the prevailing international 
level (Y70-Y75 per pound). In respect to exports to the 
United States, which buys 200 million pounds annually, 


Japan is greatly handicapped distance-wise as compared 
with European countries. Most of Japan’s cotton staple 
fiber products are thus exported to Hongkong, India and 
Formosa, but even in these areas there is keen competition 
over prices with such European countries as West Germany 
and Italy. In view of the fact that cotton staple fiber must 
be exported in considerable quantities hereafter, an urgent 
problem is to lower costs. Efforts will have to be made 
not only to rationalize production but also to lower costs 
of materials which are more than 10 per cent higher than 
in other countries. 


Staple Fiber Yarn: Japanese exports of staple fiber 
yarn declined somewhat last year but they accounted for 60 
per cent of the volume traded throughout the world. A 
30 per cent increase is expected this year. This is due to 
the fact that their prices are lower than the international 
level. The lack of an export surplus owing to the flourish- 
ing domestic demand was responsible for the decline last 
year. The power to supply staple fiber yarn this year has 
been greatly increased as the result of an excess supply 
of cotton staple fiber and an expansion in spinning facilities. 
It is also expected that staple fiber yarn exports will in- 
crease considerably as prices have fallen sharply. Principal 
markets are Indonesia, the United States, Communist China, 
Singapore, Korea and Pakistan. Almost all the staple fiber 
yarn being produced at present comprise 30-count and 40- 
count threads. Since it is anticipated that production of 
this class of yarn will hereafter gradually ~ise in the Asian 
region—which is Japan’s main export market—efforts will 
have to be made to export to that area higher class 60 
and 80-count threads as well as mixed yarn such as yarn 
mixed with acetate and synthetic fiber. 


Staple Fiber Cloth: Exports of staple fiber cloth are 
the largest among synthetic fiber products. They have been 
rising sharply every year and ir December, 1956, reached 
the highest postwar record of almost 90 million yards. Sold 
abroad last year were 720 million yards which accounted 
for 70 per cent of the world trade volume and, in fact, 
was responsible for the entire world-wide gain. This has 
been due in part to the fact that staple fiber cloth is ex- 
tremely cheap in comparison with other textiles and demand 
throughout the world has risen because of a steady improve- 
ment in quality. The main reason, however, is that Japan’s 
staple fiber cloth is much cheaper than that of other coun- 
tries. Just as in the case of other jndustries, it is clearly 
shown here that the characteristic of Japanese industry is 
that it can produce more cheaply where a higher degree 
of processing is required. Staple fiber cloth is exported 
to practically every part of the world: 44 per cent to the 
Asian region; 37 per cent, African region; and 14 per cent, 
European region. Since the plain cloth sold to Europe is 
dyed there for re-export to such places as Africa, one of 
the biggest problems for Japan in the future will be to 
improve her dyeing and desigr‘ng techniques. 


VALUE OF EXPORTS BY PRODUCTS IN 1956 


Total Amount: Y104,157,828 

(Unit: Y1,000) 
Staple, Fiber (Cloth (=--.._<-__-__- > Y¥44,045,832 42.3% 
Rayon (Clota’ | =-.---.--— 31,652,027 30.4% 
Secondary products 13,175,343 12.6% 
Staple (Yarn 4) ---- 5,779,140 5.5% 
Rayon Yarn Bate oa 3,252,944 3.1% 
Others =25- 22-558 5 === 6,252,542 6.1% 
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MECHANISATION OF MALAYA’S FARMS 


The humble buffalo, plodding wearily across a flooded 
rice field, looks pretty old fashioned to western cyes. It is 
slow, eats its head off when not working, and has a limited 
capacity, but for eight years engineers have been trying to 
beat the buffalo and thev have yet to find an answer. The 
powerful long-horned buffaloes used in the Malayan rice 
ficlds, muscles rippling beneath their dark skins, represent a 
way of life which has existed for centuries, which village 
economy centred around the number of animals that a man 
owns and the village’s rice crop judged by the number that 
can be put in the field. 

Beside the modern light tractor, with its slim lines and 
cheerful exhaust note, they look archaic. But, and perhaps 
this should be whispered, the buffalo has still got the edge 
on the modern trector. Years of painstaking experiments 
have only shown the way in which the buffalo might be 
bettered, several years of experiments may be needed to 
show whether the machine is really better under Malayan 
conditions than the animal. Nature versus nuts and bolts 
has turned out to be a mammoth contest. 


Now the engineers believe that they have part of the 
answer and the experiments that will be carried out 
during this season may point the way to results which will 
be of immense importance to South East Asian countries 
in improving thcir rice production. Behind these field trials 
is the problem of rapidly increasing Asian population and 
the need to increase food production if future children are 
to be fed. 

To. western minds, now used to the revolution which 
has resulted in the tractor supplanting the horse, Malaya’s 
and South-East Asia’s problems are simple of solution— 


mechanisation. But under the most favourable eonditions, the 


conditions for which the machines were developed, mechani- 
sation did not come easily in Europe. In South-East Asia 
it promises to be a long and painful process. Mechanisation 
is an easy catchword to use but experience is showing that 
the problems that have to be solved are tremendous. 

After eight years, British engineers in Malaya are still 
not able to recommend a proved method of cultivation by 
tractor which will beat the buffalo. The nearest they have 
reached is an assurance that some of the results they have 
so far achieved show that there is promise provided the 
more ambitious schemes are set aside and work is concen- 
trated on what one man and his tractor ean do. 


Most of Asia’s farming is with wet padi where the 
machines must work in several inches of water and a foot 
or so of mud. It is these kind of conditions that have shown 
that ‘the light tractor, with its small wheel loading, is the 
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PRODUCTION OF STAPLE FIBER PRODUCTS AND EXPORTS 


(Unit: 1,000 pounds) 
Ratio of 
Exports Exports to 
Year Production Cotton Yarn Cloth Others Total Production 
1953 - 357,533 510 22,822 40,599 5,000 68,931 19%, 
1954 ~ 448,065 1,730 36,091 83,675 12,000 133,496 30 
1955 - 526,748 4,648 41,288 148,147 24,000 218,083 40 
1956 -- 689,921 8,202* 37,404; 200,219 26,000 271,825 40 
1957 --- 760,000 20,000 48,000 250,000 29,000 347,000 45 


* (Y752,C90,000) ¥ (¥5,779,000,000) t (Y44,046,000,0C0) 


Remarks: 1. Year indicates Calendar Year. 

2. 1957 figures are tiucse planned, 

3. Quinvity computed on basis of cotton volume. 
4. Stavle fiber includes viscose and acetate. 

5. Others are estimates. 


ideal instrument, but that even then it must be adapted 
and its work schedule carefully prepared. 

One fact seems fairly certain, the ‘‘rice farms” which 
seem such an easy proposition to outsiders will not work, 
at least not in Malaya. Only one rice crop a year can be 
planted on most soil in Malaya and maintaining a large farm 
means that much of the machinery must stand idle. A 
large farm needs a centralised organisation with stores, a 
repair shop, skilled workers who will spend a good deal of 
their time with little to do and expert overall supervision 
if the “food factory” is to be run efficiently. 


One analysis has been made of the 
establishing a large rice farm of this kind. It showed that 
if it were tried it would be a dismal failure. Preliminary 
estimates are that there would be a 10 per cent. loss even 
if the mechanical methods produced twice the normal yield 
of buffalo cultivated land. 

The problem has been to find something more manage- 
able but certainly better than the average rice plot in Malaya 
which is about three acres and which seldom provides much 
more than HK$1,600 a year for the owner and his family. 
The real need has been, and is, to give this section of the 
community, on which Malaya depends for its home grown 
rice and whose work is needed if this country is to be in a 
secure position in an emergency, a reasonable standard of 
living. 

At present the rice planter frequently finds it necessary 
to borrow halfway through the year and may well find him- 
self hopelessly in debt before the year is out and the harvest 
in. The average rice farmer may in fact work no more 
than 60 days in a year, but the labour must be done at the 
right time and at widely spaced periods. There is no chance 
of taking a second job. It is in reality a problem of under- 
employment. 


possibility of 


The answer appears to be the 50-acre farm, the area 
which one man, his wife and his son, can run with ease 
with a tractor, This is well above the average size of rice 
smallholding but avoids the difficulties and inefficiency of 
the ‘food factory’. Additionally, it means that large areas 
of land which are at present barely profitable when cul- 
tivated by the buffalo could provide a living for a young 
family. There is ample new rice land in Malaya at pre- 
sent provided the farmer is willing to wrestle with second 
grade land. The tractor could make this a comparatively 
easy undertaking. 

This year the engineers will move into Central Malaya 
into an area recently opened up as a result of an extensive 
drainage and irrigation scheme which will provide hundreds 
of square miles of potential rice land. For the first year, at 
least, the land will be worked by Agricultural Department en- 
gineers (both British and Malayan) who will try and iron 
out the snags which will inevitably appear. For the second 
year a family will be moved in with a husband who is a 
trained tractor driver, and they will be left to see how they 
make out. 

Engineers believe that they will be “lucky” if they 
have immediate success. Past experiments have shown them 
that there is no way of rushing mechanical rice production, 
Cvery project seems fraught with snags. 

One of the advantages of the scheme is that a large 
number of young men in Malaya have already been trained 
to operate light tractors and maintenance and repairs pre- 
sent no particular problem. In addition, extensive experi- 
mental work has been done with the light tractor and its 
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POLITICAL DEVELOPMENTS IN SINGAPORE 


During the first part of May speculation veered all 
round the compass on who would be the candidates for 
the two bye-elections in Cairnhill and Tanjong Pagar divi- 
sions following the resignations from the Assembly of Mr. 
David Marshall and Mr. Lee Kuan Yew respective- 
ly, after the challenges arising out of the ‘Assembly 
debates on the constitutional proposals brought back by 
the all-Party Delegation. As Mr. Marshall had an- 
nounced his temporary retirement from politics, the ori- 
ginal purpose of the bye-elections which was to test opinion 
on the constitutional proposals had already lapsed. The 
field was therefore open to a wide range of candidates 
and issues, with personalities clearer than policies. 


Nomination Day was May 18. Five candidates were 
nominated for the Cairnhill Division and three for Tanjong 
Pagar. The Chief Minister, Mr. Lim Yew Hock, had spoken 
of a “gentleman’s agreement’? among the political parties 
not to contest the bye-election in order to prevent any 
breach of the All-Party unity which had made possible 
the agreement recently reached in London on constitutional 
changes. The Liberal Socialists denied knowledge of any 
such agreement which they contended was illogical in any 
case after the constitutional proposals had ceased to be 
the key issue of the elections. They therefore put for- 
ward candidates in both constituencies. Mr. Soh Ghee 
Soon, a City Councillor in Cairnhill and Mr. Chong Wee 
Ling, Chairman of the Bus-Owners Association and a new 


cost of operation in Malaya’s wet rice fields is fairly well 
known. The results that will be achieved will also be parti- 
cularly valuable for tractors will reduce to 20 per cent. 
the amount of labour required. There is generally no 
shortage of labour in Malaya but frequently there is in 
the lonely, unpopular areas where the new rice fields will 
be established. 


Experiments so far have shown that a light tractor can 
cultivate plant and weed 50 acres without difficulty. The 
cost of the tractor and its equipment is expected to work 
out at about HK$300 an acre or about twice the invest- 
ment that would be required using buffaloes for a similar 
acreage. Ploughing, cultivating, broadcasting the seed and 
controlling the weeds with mechanical sprays would cost 
about 25 per cent. of the crop and at present another 25 
per cent. of the value of the crop would go in paying for 
harvesting which would require additional labour. The rest 
would go into the farmer’s pocket. 


The high cost of harvesting is one of the snags that 
the engineers are working on. It would be cheaper to 
harvest by ordinary methods but labour in most of these 
areas will not be available. Extensive trials are to be 
carried out with new harvesting equipment and until a solu- 
tion is found it is believed that it will be dfficult to establish 
mechanised farming. Again the scientists are not sanguine, 
this problem has baffled them for years and is still unfor- 
tunately no nearer solution. 


But despite the snags, Malayan agricultural engineers, 
like the treasure hunter who finds a vital clue, believe 
that they are now within sight of a solution to mechanical 
harvesting problems. If they are, and if they can prove 
that one man and his tractor can make a living and pro- 
duce greater amounts than ever before of a needed com- 
modity, then the benefits will be of immense advantage to 
all in South-East Asia, 


figure in politics, in Tanjong Pagar. The Party has just 
completed the process of re-organisation since the merger 
of the former Progressive and Democratic parties into the 
Liberal Socialist parties, and has set up branches in every 
constituency under the present election system. They wish 
to test their system, and to establish themselves in the 
public mind in anticipation of the General election next 
year. They wish to fight the P.A.P. whom they consider 
their chief opponent while Communist symputhising elements 
remain within it. Moreover, should they succeed in win- 
ning both seats, they would have the largest number of: 
elected members in the Assembly. While the present Coali- 
tion Government has 10 elected seats, the Labour Front 
which is at present the largest single party has seven; and 
should the Liberal Socialists gain the present two seats 
under challenge, they would have 8 seats. 

The party held its Annual General Meeting on May 
26th to lay down their general programme. Mr. C. C. Tan 
was replaced as President by Mr. Ng See Tong who has 
described himself in the Press as a “capitalist-socialist’’. 
The change would seem to suggest that the former De- 
mocratic Party element within the party has taken prece- 
dence over the former Progressive Party element. The 
immediate programme of the party has been summarised 
as the granting of citizenship (a dominant consideration of 
the China-born Chinese), the development of industries and 
stabilisation of the economy, the eradication of graft, and 
the establishment of strong National Defence, 

The Labour Front had not intended to nominate any 
candidate but the decision of the Liberal Socialists forced 
their hand and they have nominated their former Secretary, 
Mr. Keng Ban Ee as a candidate for Cairnhill, but made 
no nomination against Lee Kuan Yew in Tanjong Pagar. 
Mr. C. H. Koh, who was one of the three founding members 
of the Labour Front in 1954, but has held no office and 
has been a constant critic of the Labour Front govern- 
ments, is standing as an independent in Tajong Pagar 
Division. He has many times spoken of forming a new 
party, but while another candidate in Cairnhill, Mr. 
Goh Kong Beng, President of the Teachers’ Union is 
working closely with him, both are fighting as Indepen- 
dents and the new party has not yet emerged. There are 
two further candidates in Cairnhill Division. First the 
Tengku Muda Mohamed who is President of the Singapore 
Malay Union. He was a signatory of the petition sent by 
the minorities to the All-Party delegation before it left for 
London to ask for the protection of minority rights. This 
nomination has led to the resignation from the party of 
the one S.M.U. member of the Assembly, Che Sidik bin 
Haji Abdul Hamid, and to the expulsion of the §.M.U. from 
what has been the UMNO-MCA-SMU coalition. The Singa- 
pore Branch of UMNO is supporting the Labour Front 
candidate in Cairnhill, and the PAP candidate in Tanjong 
Pagar. The fifth candidate is Mr. Majid, the leader of a 
Seamen’s Union, who has contested many elections un- 
successfully in the past. 

The election will be held on June 29th to avoid con- 
flict with the Census which will be taken on the night of 
June 16/17th. But the campaign has already started. The 
most active campaigner so far has been Mr. Lee Kuan Yew 
in Tanjong Pagar. He continues to take his stand (and, 
as he always emphasises, his Party’s stand) on full support 
for the constitutional proposals which he is supporting to 
the full, and on full opposition to the clause banning the 
participation of those detained under the Public Security 
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Bill in the first election under the new constitution. He 
advocates an independent, democratic and non-Communist 
Malaya of which Singapore must be a part to achieve its 
Independence. His meetings have been orderly and well- 
attended. But he is being closely challenged and his cam- 
paign is being watched with most interest because the only 
dramatic news which could ccme out of these bye-elections 
is his defeat. His Liberal-Soci. list opponent does not refer 
to the constitutional proposals in his manifesto, but stresses 
issues such as trade, citizenship, multilingualism and educa- 
tion. It is a trial run for the coming general election. It 
is interesting that the Liberal-Socialists appear to have re- 
verted to the idea of Singapore’s equal participation in a 
Federation of S.E. Asia. Personalities, which are likely 
to play a growing part in the campaign, are already enter- 
ing with Mr. Chong Wee Ling describing Lee Kuan Yew 
as a ‘pampered school-boy”’. Mr. C. H. Koh, who an- 
nounced that he was fighting in Tanjong Pagar rather 
than Cairnhill because the latter was too easy and he 
wanted a “giant to kill” in Tanjong Pagar, has opened his 
campaign quietly for a giant-killer. He is relying on 
silence: he has held no meetings and issued no manifesto. 
His poster politely announced, “If you want liberty, please 
vote for C.H. Koh’. The electoral roll of the division is 
predominantly Chinese, though 25% are Indians and 
Malays. Mr. Lee Kuan Yew was the only candidate to 
have Indian and Malay names on his nomination paper. 
Cairnhill is probably the most representative consti- 
tuency in Singzpore. It includes the houses of wealthy 
Chinese on Cairnhill itself and slum quarters between River 
Valley Road and the Singapore River with a very large 


middle-class element. Of its 13,000 electors, 7,000 are 
Chinese, over 2,100 are European and Eurasian, and 
nearly 2,100 are Malays. The campaign of posters and 


leaflets, which will be the chief means of canvassing in this 
constituency has already begun quietly. The Labour Front 
manifesto claims two big achievements for the Labour 
Front—the firm action against disruptive forces and the 
building up of the All-Party unity behind the constitutional 
proposals, successfully defined and agreed. 


Chief Minister Looks Ahead 


On his return from the constitutional talks, the Chief 
Minister in addition to his speeches in the Assembly, gave 
two speeches in analysis of the tasks ahead for Singapore 
under the new Constitutional Proposals. In his speech to 
the Singapore Rotary Club, he emphasised that the new 
constitution would require more Assemblymen and the 
active interest of a greatly expanded electorate, and that 
there should be more steps by groups without direct poli- 
tical interests to stimulate sound and factual discussion of 
the major problems ahead for Singapore and practical pro- 
posals for their solution. 

“Those who, appalled by the greatness of the tasks 
ahead of us, retreat into living in the present refusing 
to plan ahead or who retreat into facile pessimism are doing 


no service to Singapore. While those who _ believe 
that confidence can breed confidence, and dare to 
look ahead and plan ahead are the real builders of the 
self-respect of the community. Democracy and _  con- 
fidence are essential to each other; Communism is 
the drug for the despairing.” He concluded with 
an appeal for full communal co-operation. “We are 


still divided into too many groups segregated by mutual 
ignorance, and any activity which seeks to break down 
these barriers to a united community is releasing more of 
the forces of harmony which alone can make a success of 
Merdeka.” 

In his second speech to the Foreign Correspondents 
Association, he discussed some of the more immediate issues, 
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Speaking of relations with the Federation of Malaya he 
emphasised that Singapore’s wish for merger did not mean 
a period of passive waiting and a weakening of the respon- 
sibilities of the government to the long-term interests of 
the people of Singapore. “Already” he said, “there is close 
co-operation and a clearer understanding on both sides 
that neither of us can go it alone. Last October the 
Federation felt it necessary that their Police should come 
to assist us in maintaining our security. And without the 
Federation member on our future Internal Security Council, 
our talks in London would not have gone so smoothly. “In 
working on this Council, the Federation Government will 
have an assurance that events in Singapore will constitute 
no threat to them and their advice and assistance will make 
for closer relation on practical details of security. This 
will be particularly so in economic matters. For the 
Federation will continue to be one of our greatest customers 
and suppliers. It is the logic of all our economic policy 
that our survival depends on the goodwill of our clients 
which, in turn, will depend on their being able to get a 
better service through using our facilities than they would 
get in any other way. And that will apply whether we 
are in the Federation or not. On the other hand, while we 
must always safeguard the interests of the Federation, that 
does not mean that we should subordinate our interests to 
the Federation. That would do good neither to us, nor 
to them. The more that we can show that a prosperous 
Singapore is to the direct interests of the Federation, the 
nearer will be the time of our joining and the more con- 
sideration we will get for our special commercial needs 
once we have joined.” 

The general problem of Singapore he defined in this 
way: “Our population is rapidly growing. It will be 2- 
millions in 15 years’ time. It is becoming increasingly 
young. A population which is now 50 per cent. under 21 
will, according to the same calculation made by the Master 
Planners, be 46 per cent. under 14. For that generation 
we must provide jobs which will earn them enough to main- 
tain the higher standard of living they have come to expect 
and experience. They will expect homes. They will expect 
further training in secondary schools, in technical colleges 
and in universities. That will mean the creation of more 
opportunities in which they will find jobs. With the 
growth of our population, the island must be replanned and 
that will mean necessary if, at. times, unwelcome read- 
justment by those directly affected. That will mean more 
provision and wider dispersal of hospital and welfare ser- 
vices and increased provision for our public utilities of 
water, gas and electricity which are already of a high 
technical standard by any standard in the world. And to 
this process of replanning we must harness the enthusiasm 
and ambitions of our younger generation. Out of them we 
must create the pride which is the basis of a loyalty which 
will make them as Asians proud of their corner of Asia.” 


Corruption Commission 


Following the discussion in the Legislative Assembly 
on corruption in Singapore, the Chief Minister announced 
that a Commission would be set up. Justice F. A. Chua 
is the Chairman, the other two members Mr. M. J. Namazie, 
a lawyer and a former member of the Executive Council, 
and Mr. Teh Say Koo, the Accountant in the Overseas 
Chinese Bank. The terms of reference are wide. They 
are “to inquire into allegations of corruption against 
members of the Legislative Assembly or of the Public 
Service, or against members or employees of the City 
Council or other statutory bodies in Singapore in connec- 
tion with their official or public duties; and to examine 
whether there is any justification for such allegations, and, 
if so, in what circumstances any corrupt transactions took 
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THE POLICE FORCE OF HONGKONG 


In size the Colony is minute; in population and im- 
portance it ranks with many of the world’s principal cities. 
Compared with the majority of modern cities, the density 
of population in the urban areas belies imagination and 
carries with it all the conducive elements which usually re- 
sult’ in the corruption of morals and conduct. The satis- 


place and what persons were involved therein.” The hear- 
ings will be in private except where the Commission decide 
the public interest requires a public hearing. 


Assembly Miscellany 


There could have been no greater contrast than be- 
tween the April and the May Meetings of the Legislative 
Assembly. While at the April meeting Singapore wrestled 
with its political soul, in the May meeting it returned to 
the problems of life facing the body within which the soul 
must live. There was a record number of questions to 
Ministers which provided the most interesting part of the 
meeting. During the Meeting Mr: Lee Kuan Yew, who has 
provided one of the chief centres of interest on the floor 
of the Assembly for the spectators in the gallery, himself 
joined the gallery to get the public’s eye view of the As- 
sembly at work. 

Asked about unemployment, the Chief Minister said 
that while there had been a reduction in employment in 
the rubber milling and biscuit factories, and in the Naval 
Base there had been no “appreciable change” in the employ- 
ment situation. He said that in April 1957, there were 
8074 who had sought assistance from the Employment Ex- 
change. He summed up by saying: There has probably 
been an increase in the number of unemployed persons in 
Singapore since April 1955 both as a result of school leavers 
coming on to the employment market and a recent fall in 
the volume of employment. I estimate that the total is 
of the order of one per cent. of the total number of persons 
in employment. 


Of Government’s policy he said that it aimed at Full 
Employment both by public works, and by “creating the 
necessary conditions under which existing industries will 
expand and new industries can be attracted to Singapore’. 
The Industrial Promotions Board was set up to accelerate 
this development. Asked about the effect of Federation 
tariff policy on Singapore industry, the Chief Minister said 
that Singapore had already made representations on the 
effect of these tariffs on Singapore. 


Asked about the Singapore Regiment, the Ag. Chief 
Secretary Mr. S. T. Stewart said that the first 237 recruits 
were under training in 4 units and a further 1,000 had 
passed the preliminary tests and were ready to go for 
medical and personal selection tests. Three officer cadets 
are in training in the Federation and two have been selected 
for training in Australia. The first squad will pass out 
from training at the Malayan Basic Training Centre in 
the Nee Soon, on July 6th. Recruit training is due to be 
completed by August 1958 and the batallion should be 
operational by the end of that year. In answer to a 
further question on the progress of Malayanisation, Mr. 
Stewart said that up to May 22nd, 76 officers had left 
the Singapore Government Service under the Malayanisa- 
tion scheme, and had been paid $8,813,242 in compensa- 
tion. Most had gone from the Police, Prisons, Medical 
Departments and the administrative service, but 19 de- 
partments had-been affected. 


factory and tranquil state of law and order which has pre- 
vailed throughout the Colony for some time past, and which 
not infrequently has been the subject of favourable com- 
ment in the World Press, auzurs well for the standard of 
the Hongkong Police Force. A very great contribution to 
the present satisfactory state of affairs has also been made, 
and continues to be made, by the majority of the Hong: 
kong community. The growth of civic-mindedness is be: 
coming increasingly evident at all levels of the community 
and throughout the past year the Police Force has enjoyed 
the benefit of excellent relations with the public and at al) 
times has -:2ceived their whole-hearted support and co- 
operation. No longer do some elements of the pubiic tend 
to regard the police station as a place better to be avoided 
if possible, and the increasingly close contact with peoples 
of all walks of life is affording the Police better opportuni- 
ties to fulfil their role as servants of the public. 


The tasks of the Hongkong Police Force are many and 
varied; their problems encompass all those usually associated 
with a major sea port and harbour and, for the greater 
part, a metropolitan standard is required in all its under- 
takings. The hustle and bustle of a teeming metropolis, 
the vast network of advanced and often highly complex 
commercial undertakings maintaining entrepot trade, the 
rapid growth of industries in the Colony and the extensive 
maritime activities, all create problems of one sort or 
another and make demands on the Force for continuous 
vigilance and a frequent reassessment of ideas and methods. 
It remains patently clear that the only way to police an. 
urban area effectively is by a sufficiency and proper deploy-: 
ment of beat policemen. To the public, the beat constable 
becomes a part of the familiar scene, readily available and 
constantly in touch with their needs, whether for the sup- 
pression of crime and nuisance, or merely to extend simple 
courtesies and assistances as a part of police services to 
the public. Other methods of watch and ward such as 
mobile patrols, although more economical in manpower, are 
too impersonal to meet basic requirements and to fulfil the 
public need—they must continue therefore as units ancil- 
lary to and in support of the man on the beat. The present 
strength of the Force permits only a minimum coverage of 
beats by foot-constables and the margin of reserve is in-- 
sufficient to carry out other functions or to meet unforeseen 
emergencies, without the withdrawal of beat constables. 


The New Territories have special and peculiar problems, 
many of which do not apply in the urban areas of Kowloon 
or the City of Victoria. The long coastline and common 
frontier with China impose numerous problems and diffi- 
culties and during the past year many occasions have arisen 
when the utmost tact and resourcefulness have been vital 
to the success of police work in these districts. The frontier 
is policed from three main stations and twelve forward posts, 
Unlawful immigration and smuggling activities are matters 
which demand ccnstant attention by the police of the New 
Territories Division and the Marine Police Division. The 
Force is responsible for policing the harbuur and the six 
hundred square miles of territorizl waters. The rugged 
outline of the mainland and the scores of islands, large 
and small, give the Colony five hundred miles of coast to 
be watched and guarded, whilst the Port of Victoria is 
one of the world’s greatest harbours. One thousand marine 
hawkers, mostly plying in the hrrbour area, and a sea-gypsy 
pepulation conservatively estimated at 110,000 people living 
aboard their junks, add to the complexities of the task. 
Some twenty thousand junks in the wacers of the Colony 
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require very special attention both for their safeguard and 
the prevention of offences. 


International Police Relations 


The rapid growth of communications, with Hongkong 
as an important centre of commercial activities, accentuates 
the need for close liaison between HK Police and police 
forces of other countries, not only of the neighbouring ter- 
ritories .of South East Asia, but frequently far afield in 
almost all parts of the globe. Air travel is no longer re- 
stricted to the wealthy and adventurous; it has come to 
be accepted as a normal means of travel and places HK 
within a closer reach of the world’s criminal elements operat- 
ing on an international level. A very close relationship 
with Interpol, the organization designed to effect close co- 
operation between police forces in all parts of the World, 
is now all the more desired. International criminals, in 
all appearances indistinguishable from respectable business 
men or ordinary bona-fide travellers, may now travel rapidly 
from one capital city to another in pursuit of their nefarious 
activities, much of which may escape detection until long 
after they have moved on elsewhere. The dissemination of 
police intelligence through the medium of Interpol and the 
close international relations between the world’s police 
forces is gradually creating a global network of police sur- 
veillance through which the international criminal will find 
it increasingly difficult to escape. 

The efforts of HK Police in dealing with international 
criminal elements operating in the Colony or reported by 
other police forces have not been without success. In- 
stances which can be quoted are numerous but suffice it to 
say that hardly a month passes without an important case, 
of one kind or another, coming to light. Diamonds and 
watches consigned to Hongkong have vanished during the 
air passage from Europe. In many of these cases, C.I.D. 
inquiries have been made as far afield as Amsterdam, Kara- 
chi, South Africa and in the nearer territories of South 
East Asia. In all such cases, without the closest interna- 
tional police relationship, detection of the offenders is vir- 
tually impossible. Confidence tricksters and commercial 
swindlers have attempted to use the Colony as a convenient 
‘hide-out’ following the perpetration of criminal acts and 
frauds elsewhere. Recently the Commercial Crime Squad 
of HK Police arrested a German couple who passed through 
Hongkong as a devious way of travelling from Singapore to 
South America, hoping to escape detection following their 
fraudulent activities in Singapore. They were found to be 
in possession of £70,000 and were sent back to Singapore. 
They are wanted in Germany in connexion with criminal 
offences committed in that country once they have been dealt 
with in Singapore. Recently the Singapore Police request- 
ed assistance in tracing two Americans believed to be con- 
cerned in a fraud which involved the sum of $90,000. 
Concerted attention by the HK Police Immigration Branch 
and the Commercial Crime Section of the C.I.D. disclosed 
their movements to and from the Colony, at different times, 
and the aliases which they had used as a means of escaping 
detection. As a result of police inquiries and observation, 
considerable information came to light and stolen money 
was located. Police investigation on an international level 
continues and no doubt sufficient evidence will be collated 
at some future date for the arraignment of these criminals 
before the courts. 


Serious Crimes 


The assistance of the press is often of considerable 
value to the Police in their daily work. The local press is 
most co-operative and has willingly featured warnings to 
the public regarding the prevalence of particular types of 
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crime, traffic problems and safety first hints. At the same 
time they have exercised restraint and shown their public 
spiritedness by refraining from publishing prematurely in- 
formation which would jeopardize police inquiries. A series 
of meetings were held between the Police and the editors 
of local newspapers to discuss problems of mutual interest. 
In October, 1955, to improve further police relations with 
the press, a Superintendent was appointed to keep them 
informed of items of public interest. Arrangements were 
also made for members of the press to visit both C.LD. 
Headquarters and the Communications Branch. Thirteen 
such visits were arranged and a total of seventy reporters 
attended. These meetings and visits have fostered a closer 
understanding between the Police and the press and have 
also done much to stimulate the interest of the public in 
police work. 


The number of serious crimes reported to the Police 
during the year ended March 1956 was 23,427 compared 
with 27,100 during the previous year. The decrease of 
3,673 does not, however, reflect the current trend of crime. 
Because of the revised deportation policy the number of 
persons arrested by police for breach of deportation offences 
was 3,369, being 5,920 fewer than in 1954/55. Omitting 
these deportation offences, it will be seen that the number 
of other crimes reported increased by 2,247. Many of the 
more serious types of offences decreased however, and some 
of them considerably so. The following table shows the 
main groups of crimes reported during the year as com- 
pared with the two previous years:— 


Offences Number of Offences 

1955/56 1954/55 1953/54 
Offences: against<the Person: © =-=2222=—2--=- == 387 270 
Offences against Property -_---___ 17,072 16,925 
Offences against Public Morality - 66 71 
Offences against the Penal Code ~_ 9,412 3,621 
Offences against Lawful Authority - 155 163 172 

23,427 27,100 21,059 


The first accurate post-war crime figures became avail- 
able in 1947/48 when there were 18,600 crimes reported. 
During the succeeding two years there was a steady drop 
in crime and at the end of 1949/50 there were 8,512 re- 
ports. Conditions in China which culminated in Chinese 
Communist Forces sweeping down to the Sino-British 
frontier in October, 1949 were the cause of an influx of 
many thousands of refugees into the Colony and the popula- 
tion soared to 2% million. The Colony has experienced 
similar influxes before and, with them, came sharp crime 
increases. 1949 was no exception. Soon after the occupa- 
the Chinese Communist forces 
strengthened their security along the frontier; in February, 
1951 they enforced strict immigration controls. The direct 
result of these controls was that it was no longer possible 
to deport to China the worst of the Colony’s alien criminals, 
a state of affairs not previously experienced in the Colony’s 
history. The effect of these problems is clearly illustrated 
in the steep upward trend of crime reports in the succeed- 
ing years. 


The difficulties of deportation made it necessary to seek 
other means of dealing with the Colony’s criminal popula- 
tion. In January, 1955 legislation was introduced whereby 
it was made possible to rescind existing deportation orders 
conditional on the deportees concerned signing bonds to be 
of good behaviour. The number of persons deported from 
the Colony was very much reduced and, in the last quarter 
of the year the number of persons deported was 98 and 
these were for the most part narcotic traffickers and leaders 
of Triad gangs. The increase in the Colony’s criminal 
population with its attendant increase in crime made it 
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necessary to introduce some form of control over the more 
persistent offenders. Some idea of the nature of this problem 
may be obtained from the fact that, during the year, the 
number of convicted persons with previous criminal records 
was very high (77.6%) and this was particularly so in 
burglary and housebreaking cases (83.58%) and, in the 
cases of snatchings (75.48%) and pocketpicking (89.15%). 
A new Police Supervision Ordinance to replace the Police 
Supervision Ordinance of 1923 was made law in March, 1956. 
This new Ordinance does not affect the validity of the De- 
portation of Aliens Ordinance but a useful provision of the 
new Police Supervision Ordinance is the power to make a 
police supervision order against a criminal as an alternative 
to deportation. 


Traffic Problems 


It is apparent that there are no easy or short cut solu- 
tions to HK’s serious traffic problems. The volume of traffic 
is too heavy for the amount of road space and only the 
most far reaching and ambitious traffic schemes and road 
development are likely to provide any real measure of im- 
provement. Hongkong is not alone in this respect although 
many of the traffic problems are due to local and peculiar 
conditions which would require vast financial expenditure 
to put them right. During 1955/56, there was a further 
increase in the number of vehicles and consideration must 
also be given to the vast crowds of pedestrians crossing 
to and fro over the main roads. Some of the main roads, 
in particular Murray Road, Garden Road and Queen’s Road 
East, are reaching saturation point at peak periods. Police 
traffic control serves a useful purpose in directing the flow 
of traffic according to the volume from the respective direc- 
tions but the real solution lies in the construction of by- 
pass roads, fly-over roads and bridges and possibly something 
in the form of sub-ways. Much time and thought have been 
devoted to the consideration of modern road planning as a 
means of improving traffic flow but numerous factors weigh 
against the possibility of immediate developments. 


One of the most difficult problems is to reconcile the 
flow of vehicular traffic with the movement of pedestrians 
in the busy parts of the urban areas. Pedestrian crossings 
may serve a beneficial purpose by placing a liability upon 
motorists and pedestrians alike but they do not contribute 
towards reducing congestion. The provision of sub-ways 
under some of the main roads would undoubtedly be a 
great step forward. Parking difficulties continued through 
the year and they will become considerably worse with the 
withdrawal during the coming year of parking space on the 
Central Reclamation area and on part of Statue Square. 
The necessity for ‘off the street’ parking in the busy urban 
areas is clearly manifest and a special committee has been 
convened to investigate the matter. The total number of 
vehicles (excluding British Forces) registered in the Colony 
at the end of the year follows:— 


1954/55 1955/56 
CLV ACN CANS ei tie iad tk eae eee eee 15,218 17,507 
Motor cycles = 1,266 1,493 
Omnibuses 553 564 
Lorries = 2,897 3,236 
Taxise. ——- <3 627 627 
Trailers aise; 7 8 
Tricycles (Goods) 782 785 
Hand Trucks< ~2.--==-- 1 _ 
Rickshaws —— 886 877 
Public Chairs 10 6 
BSE Y © ee WC RLC NO see Berean er ea 796 838 

23,043 25,941 


The following table shows the comparative rate of vehi- 
cle registration and the accident rate for the years 1950/51 
to 1955/56 :— 
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Total No. of acci- Registration of 


Year dents of all types Vehicles 
1950/51 15,738 
1951/52 = 17,386 
1952/53 x 18,736 
1953/54 | 20,200 
1954/55 = 23,043 
1955/56 25,941 


Triad Societies 


A modern Triad society normally consists of a number 
of persons bound by oath who extort money from others 
in return for offering real or imaginary protection. The 
offer is usually accompanied by violence if not accepted 
and contributions paid over. It is appreciated that the 
efficiency of a Police Force must be measured not only by 
statistics of crimes solved but also by the degree of public 
confidence shown in it. This confidence cannot always be 
gauged by the number of reports or requests for aid made 
to it by the public since the figure may not reflect accurate- 
ly the true volume of crime committed. The more serious 
offences are, of course, difficult to conceal but the less specta- 
cular crimes of intimidation, extortion, bullying and living 
on the earnings of others may flourish unchecked whenever 
large’ sections of the population are prevented, by fear of 
reprisals, from reporting such offences to the authorities. 
Such a situation normally arises when criminals organize 
themselves into large groups and their influence is generally 
greatest amongst the poorer inhabitants who, through ignor- 
ance or fear of financial loss from personal injuries or at- 
tacks against their businesses cannot, or will not, risk taking 
action against their tormentors. In this Colony, the fruit- 
ful seed of such a situation is ever present in the form of 
the Triad Societies. These societies have, of course, existed 
here from the earliest days but their influence and criminal 
potentialities have increased sharply during the past few 
years. Many of the offences brought before the Courts has 
Triad backgrounds and of the 19 cases of murder committed 
during 1955/56, 6 can be attributed to triad influence or 
participation. This increased activity is due to a number 
of factors, not the least of which was the collapse of the 
Nationalist Government on the mainland and the influx into 
the Colony of a large, and mainly impoverished, refugee 
population. Prior to this influx, the societies although un- 
desirable, were well managed generally. Power was in the 
hands of a few older or senior members who still retained 
some vestiges of the original Triad beliefs and practices. 
In a comparatively stable community and with the very real 
threat of banishment hanging over their heads, they appre- 
ciated that open defiance of the law could only result in 
action being taken against them, and the consequent loss 
of leadership would mean disorganization within the society 
and most probably loss of influence. Such men could, and 
often did, settle internal and external rivalries by discussion 
and arbitration without having to resort to gang warfare. 
Their main activities were directed to the ‘closed shop’ sys- 
tem of coolie labour, hawking pitches, and general protec- 
tion within their separate spheres of influence, and the 
society funds were often used to pay funeral expenses or 
sickness benefits of the members. They were not wholly 
social clubs, however, and petty crime and extortion was 
also practised or condoned by ‘them. 

Local Triads were unable to combat the rise of one 
particular organization, the ‘14K’, since it was established 
in newly created squatter areas and amongst a refugee 
population over whom they had no control. Rapid recruit- 
ment soon gave the ‘14K’ numerical superiority over any 
other society and inevitably it began to encroach on territory 
formerly controlled by the older societies. This led to 
brief but bitter clashes from which the ‘14K’ usually 
emerged the victors with an enhanced reputation that at- 
tracted more recruits. The actual strength of the society 
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will probably neyer be known for unrestricted recruiting by 
members for their own financial gain has resulted in im- 
pressive numbers of new members who believe that they 
own allegiance to the society. Conservative estimates place 
the figure at about 50,000, but at least half of this figure 
must consist of inactive or unwilling conscripts. 

The rise of a ruthless organizaiion such as this within 
the framework of modern society is not as incredible as 
may first appear. Its beginnings and main strength are 
found in the refugee population from the mainland who are, 
perhaps, more used to organized extortion and banditry 
than the citizens of this Colony. By creating their own 
zones of population these refugees retained their former 
ideas of officialdom’s disinterest in the plight of the indivi- 
dual and did not, and to a great extent still do not, realize 
the rights and protection they are entitled to under British 
law. It is of interest to note that in the older established 
areas of the Colony, and especially on Hongkong Island, the 
‘14K’ have made little impression. The growth of the Triads 
is also nurtured by difficult economic conditions, because 
the wage earner, especially the poorer class, must seriously 
weigh the disadvantages of paying a portion of his earnings 
as ‘protection’ against the infinitely greater disadvantage 
of losing his means of livelihood. 

Police action has been pressed to the limit against these 
societies and their members whenever the opportunity pre- 
sents itself but the police alone, without the co-operation 
of the public, cannot begin to stamp out this evil. The 
societies are aware of their influence over the lower classes 
and, when one leader is removed, he is quickly replaced 
by another equally ruthless and eager for a larger share 
of the lucrative extortion rackets. Even the complete dis- 
ruption of one society only results in its spheres of in- 
fluence and often its remaining members being taken over 
by another. Public co-operation by resistance, complaints 
and information is essential if any real progress is to be 
made against these dangerous organizations. 

In the past year police have directed their main efforts 
against the ‘14K’ and some satisfactory results have been 
obtained. In one raid alone, a total of 153 members, in- 
cluding some of the more important leaders, were arrested. 
These results helped to some small extent in stiffening 
public resistance against the Triads but the problem remains 
a grave one and there appears to be no practical solution 
to it as long as the victimized public, through ignorance 
or fear, continue to regard these societies as more powerful 
than the organized forces of law and order. 


Narcotics 


The main features of the illicit traffic in narcotics dur- 
ing the year under review have been the increase in the 
number of people arrested in possession of heroin; the 
numerous seizures of large quantities of dangerous drugs 
intercepted when entering the Colony and the resolute action 
by police directed at clandestine centres producing morphine 
and heroin for local consumption and possible export abroad. 
The trend towards the use of heroin, in lieu of opium, 
which became noticeable in 1953 and 1954 was even more 
marked during 1955 as is shown by the fact that 7,121 
persons were charged before the Courts for possession of 
heroin as against 2,819 persons in 1954. This large in- 
crease in arrests resulted from a combination of continued 
vigilance by police and the tendency on the part of the 


addict to favour heroin which is easier to conceal and con- 
sume, 


The numerous significant seizures of raw opium and 
morphine by the police during the year revealed that the 
traffickers continue to import these pernicious drugs by way 
of the main air and sea routes leading to HK. Further, the 


GAR EASTER 


Gi 
Economic Review 


geographical position of the Colony lends itself as a natural 
transit area for narcotic activities. During the past year 
the total seizures of illicit morphine were the highest on 
record since 1945. Prolonged and: intensive police investi- 
gations directed at elements engaged in the processing 
of imported drugs have resulted in the detection of illicit 
morphine and heroin “factories” with the arrest of those 
involved. Simultaneously, this strong pressure has led to 
the apprehension and conviction of high-level dealers who, 
from behind the scenes, have controlled and directed well- 
organized and closely knit syndicates engaged in the im- 
port, manufacture and distribution of such dangerous addic- 
tion-producing narcotics.. The total quantities of narcotic 
drugs seized and confiscated during the year were: raw 
opium 875.72 kilos; prepared opium 73.32 kilos; morphine 
81.47 kilos; heroin 19.13 kilos; heroin pills and heroin pill 
mass 329.00 kilos (actual heroin content approx. 1/50-1/80 
of total). The total number of cases concerning dangerous 
drugs was 17,982, this being far greater than the two pre- 
vious years when the figures were 10,010 and 6,235. Persons 
proceeded against totalled 15,546, involving 15,858 offences 
and resulting in the conviction of 12,285 persons. 


Travel Between HK and China 


During the year travel between Hongkong and China 
showed a considerable increase, the total recorded inward 
movement being 234,475 as compared with 144,805 for the 
previous year and the outward movement being 253,551 
as compared with 144,547 for the previous year. In March, 
1955, as a result of the number of persons arriving in the 
Colony from China being greatly in excess of those depart- 
ing from the Colony to China, it was decided to re-impose 
a quota system to regulate and balance the number of ar- 
rivals with the number of departures. This eventually had 
the effect of reducing the ingress and egress to approximate- 
ly 50 persons daily but later in the year this figure rose 
sharply as a result of special purposes and considerations. 

On the 9th August, 1955, it became necessary for 
Government to announce that HK residents wishing to travel 
to China could do so and simultaneously be issued with a 
Frontier Pass to facilitate re-entry into Hongkong without 
being subject to the restrictions imposed under the quota 
system. Similarly, it was announced that persons re-enter- 
ing the Colony from China, who could produce satisfactory 
evidence of recent residence in Hongkong, would not be 
subject to the quota restrictions. An Immigration Sub- 
Office was established at the Kowloon-Canton Railway 
Station in Kowloon for the purpose of dealing with applica- 
tions for Frontier Passes. 

An exhibition of Russian goods was held in Canton 
between 1.10.55 and 15.12.55. During the period 15.11.55 
to 15.12.55 Peking considerably relaxed the restrictions on 
the entry of Hongkong Chinese residents into China and 
consequently there was an increased demand for Frontier 
Passes. During this period approximately 47,000 residents 
went from Hongkong to China, presumably to visit the Ex- 
hibition. Restrictions were re-imposed on December 16. On 
February 8, Government announced special facilities for 
persons living in. Kwangtung to visit relatives and friends in 
Hongkong over the Chinese New Year period. The quota 
restrictions were relaxed and China reciprocated by a similar 
relaxation of their restrictions to enable’ HK Chinese re- 
sidents to visit China. During 11.2.56 to 31.3.56 161,576 
persons entered China from Hongkong and 127,607 entered 
Hongkong from China. On March 29 the issue of Frontier 
Passes ceased and a new document known as a Hongkong 
Re-Entry Permit was introduced. The permit is valid for a 
period of six months and permits the holder to travel to 


and from China during the period of the validity of the 
permit. 
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HONGKONG’S PRINCIPAL IMPORTS IN 1956 


Item, Unit and Country 
from which Imported 


Cattle and buffaloes 


United Kingdom 
Australia 
Chingy eet eee. 
Cambodia, Laos & Vietnam 
Thailand 


Swine 


Chinas eee eee Se 
Formosa 


Macao 


Poultry, live 


Australia 


Cambodia, Laos & Vietnam 
Japan 
Macao 


n.e.s. 


China 
Cambodia, Laos & Vietnam 
Macao 

Thailand 


Meat 
veal), 
frozen 


of bovine cattle (beef, 


fresh, 


chilled or 
Lb. 


Australia 
India 
US Ase oes a 
Argentina 
China 
Japan 


Meat of sheep or lambs (mutton, 


chilled or 


lamb), 


frozen 


fresh, 


Australia... 
New Zealand 
China 


fresh, 
Lb 


Meat of swine- (pork), 
chilled or frozen 


Australia 
New Zealand 


Netherlands 


Poultry, killed or dressed _.. Lb. 


United Kingdom 
Australia 


Japan 


Quantity 


79,802 


27 

19 
61,564 
2,324 
15,868 


19,946,476 
2,127 

229 
527,090 


965,362 


916,622 
45,302 
2;838 
600 


7,484,276 


5,733,490 
20,160 
298 

1,611 
1,717,662 
2,200 
8,855 


712,784 


624,359 
13,453 
74,972 


1,289,377 


32,428 
124,385 

34,148 
887,034 
211,382 


2,288,314 


5,623 
8,463 
543,091 
1,724,652 
6,213 
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PART 1 


H.K.$ 


34,568,797 


120,586 
37,500 
21,388,533 
1,439,260 
11,582,918 


88,556,608 


27,790 
33,212,880 
5,298,398 
4,250 
13,290 


38,426,669 


1,225 
15,009 
4,820 
37,268,778 
2,849 
3,700 
1,130,279 


1,381,411 


1,240,988 
133,786 
5,437 
1,200 


8,079,421 


6,382,906 
16,000 
2,336 
7,150 
1,612,517 
13,639 
44,873 


994,454 


908,894 
13,132 
72,428 


1,986,360 


65,176 
228,701 
67,542 
1,123,418 
501,523 


4,406,730 


15,189 
24,599 
1,705,803 
2,635,016 
25,398 
725 


Item, Unit and Country 
from which Imported 


chilled or 
(including 
horse-meat 


Fresh, 
n.e.s. 
offals, 
game) 


frozen meat, 
edible 
and 


. Lb. 


Australia 
Canada 


Germany (Western) 
Netherlandsma seco eee es 
Milk and cream (including butter- 
milk, skim milk and whey), 
evaporated (in liquid or 
semi-solid form) Lb. 


United Kingdom 
Australia 
Canada 
Malaya 


Netherlands 
Sweden 


Milk and cream (including butter- 
milk, skim milk and whey), 
condensed (in liquid or semi- 


solid form) Lb. 


United Kingdom 
Australia 
China 
Macao 


Milk and cream (including butter- 
milk, skim milk and whey), 
dry (in solid form, such as 


blocks and powder) ...... Lb. 


United Kingdom 
Australia 
Canada 
Malaya 
New Zealand 


Belgium _..... 
Denmark 
Netherlands 
Sweden 


Eggs in the shell, fresh, salted or 
preserved Gross 


Australia 


Thailand 


Quantity 


4,080,233 


137,450 
15,980 
2,537,644 
1,330,860 
400 

480 
38,050 
19,369 


11,131,400 


124,665 
427,040 
195,360 

2,700 
6,066 
594 
50 

9,967,425 
407,500 


14,438,7C4 


951,295 
120,330 
137,862 
3,310 
13,225,907 


2,680,075 


376,289 
1,393,278 
6,912 
3,574 


2,771,032 


34,333 
640 
2,701,005 
420 

3,088 
25,709 
5,837 
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H.K.$ 


5,508,189 


248,783 
18,369 
3,520,311 
1,654,648 
3,182 

396 
41,400 
21,100 


7,557,410 


73,030 
307,865 
145,085 

3,000 
6,358 

648 

40 
6,752,584 
268,800 


.13,481,505 


353,501 
108,494 
116,239 
4,613 
12,898,658 


6,955,452 


1,299,354 
3,537,625 
17,536 
11,885 


47,348,161 


1,353,318 
53,225 
44,694,759 
11,515 
92,432 
1,015,608 
127,304 
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Item, Unit and Country 
from which Imported 


alt water fish, fresh, chilled or 
FSO BOTE co icseesssgevess oo omeaes Cwt. 
United King’lom 
Canada 


«vesh water fish and fish fry, 
fresh, chilled or frozen (not 
including fish or pet 
variety) 


China 
Formosa 


Wheet and _= spelt 
meslin), unmilled 
Australia 
Canada 
USA: 


Cincludin 
. Cwt. 


Kice, white, including polished 


(other than broken) .. Cwt. 


Australia 
Malaya 
Pakistan 
Burma 
China 
Cambodia, Laos & Vietnam 
Macao 
Thailand 


Rice, white, broken (edible) Cwt. 


U.S.A. 
Burma 
Thailand 


white, 
grades) 


Thailand 


“Rice, 


broken (industrial 
Se rset tenes ance Cwt. 


Kice, cargo (brown) 
Burma 


ice, glutinous 


Macao 
Thailand 


WHEAT FLOUR 


Meal and flour of wheat and spelt 
(including meslin) .... Cwt. 


United*Kingdom “..t4.2-..c-.<-- 
Australia 
Canada 
U.S.A. 
Japan 
Belgium 
EEN CO iveate certsna saetcres 
Germany (Western) 


SSeans (other than soya beans), 

other 
dry, in- 
Cwt. 


peas, lentils and 
legumes (pulses), 
cluding split 


Burma 
China 
Cambodia, Laos & Vietnam 


Quantity 


344,035 
342,251 


1,038,223 
705,384 
275,040 

55,479 
2,320 


3,031,705 
1,968 
4,000 

190,344 
579,789 

1,022,533 
5,968 
8.932 

1,218,171 


2,273,171 


3,945 
135,742 
2,133,484 


81,456 
81,456 


3,108 
3,108 


168,440 


1,456 
166,984 


557,836 


782 
146,606 
264,772 
113,243 
17,374 
9 


8,017 
7,033 


896,496 


43 
3,694 
297 
173,880 
574,911 
23,999 


H.K.$ 


1,424,071 
182,807 
53,570 
9,439 
1,172,466 
5,789 


31,507,016 


31,330,294 
135 

29,146 
6,157 
141,284 


22,049,224 
13,977,106 
6,767,122 
1,268,996 
36,000 


119,646,500 
107,219 
142,400 

5,925,851 
20,057,211 
40,727,816 

222,100 
294,000 
52,169,903 


65,058,153 
156,354 
2,949,814 
61,951,985 


1,737,640 
1,737,640 
82,045 
82,045 
5,161,208 


55,600 
5,105,608 


17,441,977 


57,612 
3,896,732 
9,349,849 
3,325,473 

471,692 

224 
185,269 
155,126 


23,730,626 
1,408 
247,210 
24,448 
4,165,967 
14,956,290 
852,177 


Item, Unit and Country 
from which Imported 


Japan 
Macao 
Thailand 
Middle and Near East Coun- 
tries 
Belgium 
Netherlands 


SUGAR 


Beet sugar and cane sugar, not 
RONNCO. Ae- 2, noses ctae Cwt. 
Australia ! 
British Oceania 
Formosa 
Indonesia 
Philippines 


Beet sugar and cane sugar, re- 


fined 22022 he. Cwt. 


Formosa 
Indonesia 
evapan 2c: 
Philippines 
France 


COFFEE 
Coffee, not roasted 
United Kingdom 
Malaya: (ete 2... eee 
Northe Borneo ws ee 
East Africa (British) 
British Comm., other 
U.S.A. 
China” <2 hee. Ses saa 
Indonesia 

Macao 
Middle and Near East Coun- 
TrIeS. ee he a ee 
Oceania, n.e.s. 


Coffee roasted, including ground 
Lb. 

United Kingdom  ...0.00......... 
East Africa (British) 
US As. ieee eee 
Netherlands 


Coffee extracts, coffee essences 
and similar preparations con- 
taining coffee  _............. Lb. 
United Kingdom 
Malaya 


Germany (Western) 
Netherlands 
Switzerland 


Tea, China 


China 
Formosa 
Macao 


Tea, other than China 


United Kingdom 
Ceylon 


Cambodia, Laos & Vietnam 
Indonesia 


FAR EASTERN 
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Quantity 


100 
2,332 
111,469 


5,191 
250 
330 


1,684,789 
856,584 
192,919 

22,023 
179,779 
433,484 


713,211 
16 
8,387 
530,611 
10,000 
112,551 
29,896 
21,750 


1,492,615 
3,241 
547,871 
73,275 
2,948 
3,528 
9,266 
116,406 
651,321 
2,617 


8,395 
78,747 


178,416 


107,794 
86,964 
14,400 

3,839 
11 

9 
1,109 
1,462 


12,886,530 
10,683,516 
2,124,226 
78,788 
1,510,824 


308 
856,643 
122,727 


(To be Continued) 


H.K.$ 


6,000 
70,496 
3,243,975 


137,480 
11,202 
13,973 


48,061,707 
25,624,185 
4,976,000 
605,590 
5,028,914 
11,827,018 


24,563,214 
1,436 
272,651 
18,206,791 
344,000 
4,073,598 
955,866 
708,872 


2,828,342 
15,853 
1,271,193 
133,401 
13,226 
12,876 
43,077 
204,972 
966,772 
6,250 


11,544 
149,178 


943,263 
109,266 
1,850 
831,059 
1,088 


2,168,964 
1,806,756 
265,936 
29,401 
330 

328 
19,453 
46,760 


21,875,154 
18,561,229 
3,167,905 
146,020 


4,446,352 
4,949 
3,412,454 
136,699 
1,385 
804,431 
55,600 
29,664 
1,170 


July 4, 1957 


29 


FINANCE & COMMERCE 


HK EXCHANGE MARKETS 


U.S.$ 
Dk ZT. Notes Notes 
June High Low High Low 
24 $62215 62114 621 61912 
25 62034 619 61914 61674 
26 61734 616 61634 614 
27 61315 61045 612 60874 
28 617 616 61534 614 
29 616 61414 61458 613 
D.D. rates: High 62034 Low 609. 
Highest and lowest rates in June 


were T.T.—629% and 61042; Notes— 
628 and 608%. 


Trading totals: T.T. US$3,080,000; 
Notes cash $265,000, forward 
$2,760,000; D.D. $340,000. The sud- 
den spurt of Pound Sterling forced US 
dollars down but heavy speculative 
buying pulled rates up again. In the 
T.T. sector exchange operators bought 
heavily when rates were low. Offers 
from Japan, Korea and the Philippines 
were absorbed by gold and general im- 
porters. In the Notes market, specula- 
tors rushed to square their positions 
first in covering forwards and later in 
profit taking. Interest for change over 


favoured sellers and aggregated 
HK$4.05 per US$1,000. Speculative 
forwards averaged US$2 million per 


day. In the D.D. sector, market was 
erratic. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.74—1.715, Japan 
0.014625—0.01445, Malaya 1.876, Viet- 
nam 0.0666, Laos 0.055, Cambodia 
0.072, Thailand 0.289. Sales: Pesos 
350,000 Yen 1380 million, Malayan 
$310,000, Piastre 13 million, Kip 6 
million, Rial 7 million, and Baht 3 mil- 
lion. Chinese Exchange: People’s Yuan 
unchanged at 6.839 per Pound Sterling, 
0.427 per HK$, 0.805 per Malayan $, 
0.514 per Indian or Pakistan Rupee, 
0.585 per Swiss Franc, and 2.345 per 
US$; cash notes quoted HK$1.36—1.32 
per Yuan. Taiwan Dollar remained at 
15.65—15.55 per US$ and 2.74—2.72 
per HK$; cash notes quoted HK$0.162— 
0.16 per Dollar, and remittances 0.167— 
0.165. 


Bank Notes: Highest and lowest per 
foreign currency unit in HK$: England 
16.59—16.55, Scotland and _ Ireland 
14.00, Australia 12.50, New Zealand 
15.00—14.90, Egypt 11.00, East Africa 
15.40—15.20, West Africa 13.50, South 
Africa 16.43—16.30, Jamaica 14.00, 
Fiji 10.00, Malta 12.00, India 1.189— 
1.188, Pakistan 0.84—0.825, Ceylon 
0.995, Burma 0.52, Malaya 1.84—1.838, 
Canada 6.47—6.34, Cuba 5.50, Argen- 
tina 0.135, Brazil 0.075, Philippines 
1.7775—1.765, Switzerland 1.43, West 
Germany 1.44, Italy 0.0094, Belgium 


0.115, Sweden 1.02, Norway 0.72, Den- 
mark 0.77, Netherlands 1.54, France 
0.01475—0.0145, Vietnam 0.0 7— 
0.0685, Laos 0.055—0.054, Cambodia 
0.0725—0.071, North Borneo 1.60, 
Indonesia 0.1365—0.1355, Thailand 
0.281—0.279, Macau 1.0175—1.01, 
Japan 0.015175—0.015. Agreed Mer- 
chant T.T. rates: Selling and buy- 
ing per foreign currency unit in 
HK$: England 16.202—15.867, Austra- 
lia 13.016—12.757, New Zealand 
16.202—16.10, United States 5.818— 
5.735, Canada 6.1069—6.015, India 
1.216—1.205, Pakistan 1.218—1.204, 
Ceylon 1.219—1.207, Burma 1.216— 


1.205, Malaya 1.8868—1.8692. Selling 
per foreign currency unit in HK$: 
South Africa 16.236, Switzerland 
1.3311, Belgium 0.11628, West Ger- 
many 1.3913. 

Gold Market 
June Nigh .945 Low .945 Macau .99 
24 $27058 26976 2801 High 
25 26978 26878 
26 2683.4 2677 
27 267 26534 Low 276 
28 26815 26715 
29 268 267 


Opening and closing prices were 
270% and 267%; highest and lowest, 
27054 and 265%. Highest and lowest 
in June were 276% and 265%. The 
market was weak in line’ with US$ 
rates and fluctuations varied as much 
as 2%. The one-way market limited 
trading volume. Interest favoured 
sellers and aggregated HK$1.20 per 10 
taels of .945 fine. Tradings averaged 
7,900 taels per day and totalled 47,400 
taels for the week, in which 16,630 
taels were cash dealings (2,830 listed 
and 13,800 arranged). Positions taken 
by speculators averaged 15,500 taels 
per day. Imports from Macao 
totalled 9,500 taels. One shipment of 
32,000 fine ounces reached Macau last 
week. Exports from here amounted to 
8,000 taels (4,500 to Singapore, 2,000 
Indonesia, 1,500 Rangoon). Differences 
paid for local and Macau .99 fine were 
HK$13.30—12.70 and: 12.50—11.90 
respectively per tael of .945 fine. Cross 
rates were US$37.75—37.73 per fine 
ounce; 19,200 fine ounces concluded 
at 37.73 cif Macau. In Taiwan, price 
of gold is expected to be raised to 
NT$1,311.75 per ounce from NT$1,090. 
The new price will be calculated in 
terms of U.S. currency converted into 
Taiwan dollars at the preferential ex- 
change rate. US double eagle old and 
new coins quoted HK$276—274 and 
233—231 respectively per coin, English 
Sovereigns HK$59 per coin, and Mexi- 
ean gold coins HK$286—283 per coin. 
Silver Market: 600 taels of bar silver 
traded at HK$5.80 per tael; 800 dollar 
coins at HK$3.72 per coin. Twenty- 


cent silver coins quoted HK$2.85 per 
five coins. 


HK SHARE MARKET 


The market remained dull last week; 
turnover amounted to only $2.73 mil- 
lion. Profit-taking eased popular shares 
slightly during mid-week but most 
quotations recovered towards week 
enu; there was no selling pressure. 
Union Ins. remained very steady at 
89.50; this rate is much lower than 94, 
the lowest of 1956. HK Banks had 202 
shares traded at 1630 and 1635; closed 
at 1630, lowest so far this year (1956 
lowest was 1555). Wharves opened 


firm at 107 but sellers later wanted 
109; closed at 108 with 400 shares 
transacted. Wheelocks, Docks ani 


Dairy Farms retained steady demand 
throughout the week; prices fluctuated! 
within narrow limits but closed firmer. 
Lights, Electrics, Telephones and Yau- 
matis were very popular but profit- 
taking pushed closing rates slightly 
lower than previous week. Cottons, 
too, eased under prcfit-taking but Nan- 
yangs recovered to 8.20 on Friday. 


Monday: _ prices fractionally lower: 
$742,000. Tuesday: undertone uncer- 
tain; $193,000. Wednesday: hesitant: 


$277,000. Thursday: slight gains under 
better demand; $730,000. Friday: 
prices firmer; $795,000. 


CLOSING RATES ON 28-6-57 


H.K. Govt. Loans 


312% Loan (1934 & 1940), 88 nom. 
312% Loan (1948), 86 s. 


Banks 


H.K. & S. Bank, 1630 b; 1640 s; 1630 sa. 
H.K. & S. Bank (Lon. Reg.), £9712 nom. 
Bank of East Asia, 270 nom. 


Insurances 


Union Ins. £1 share, 8912 b. 
Lombard Ins., 39 s: 


China Underwritews, 8.15 s. 


Investment Companies 

4.65 b; 434 s; 4.70 sa. 
6.30 b. 

10.30 b. 


Allied Investors, 
Yangtsze Finance, 
H.K. & F.E. Invest., 


Shipping 
Douglase: 500 nom. 
Indo Chinas (Pref), 13 nom. 
Indo Chinas (Def.), 42 s. 
U. Waterboats, 20.30 s. 
Asia Nav., 1.35 nom. 


Wheelocks, 734 b; 7.85 s; 734/.80 sa. 


Wharves & Godowns 


H.K, & K. Wharves, 107 b; 110 s; 108 sa. 
Sh. Hongkew Wharves, 1.20 b. 

H.K. Docks, 4442 b; 45 sa. 

China Providents, 13 b; 13.10 s, 

S'hai Dockyards, 1.65 sa, 


Docks, 


30 

Annual 

Share June 21 Last Week's Rate Up & Down Dividend Yield* 

Highest Lowest Closing (%) 

His Bank. =----- 1635 1635 1630 1630 —$5 $80 4,91 
Union Ins. -----. 89.50 89.50 89.50 b 89.50 b steady $3.40 3.80 
Lombard 39's 39s 37n 39 s steady $2 5.13 
Wheelock 7.80 7.80 7.60 7,80 steady 75¢ 9.62 
HK Wharf 107 109 s 107 b 108 $1 $6 5.56 
HK Dock 44.25 s 45 44 45 75¢ $2 4.44 
Provident 13.30 13.50 s 13 b 13.10 —20¢ $1 7.63 
HK Land 36 36 35.50 35.75 —25ce $3.50 9.79 
Realty are 1.45 1.45 1.425 b 1.45 steady 15¢ 10,34 
Hotel 15.50 15.50 15.30 15.50 steady $1 6.45 
Trams 2255 = 23.20 23.20 23 23.20 steady $1.70 7.33 
Star Ferry 135 n — _ 135 n quiet $9 6.67 
maumeatl, ~-.2----. 104 103 102 b 102 —$2 $7.50 7.35 
Light’) 25.2222 18.90 18.90 18.40 18.80 —10¢e $1.10 5.85 
Electric 30 30.25 29.70 29.80 —10ce $2 6.71 
Telephone 28.60 28.50 28.10 28.40 —20c $1.50 5.28 
Cement — 32.50 32.50 32b 32.50 steady $4 12.31 
Dairy Farm 14.70 14.80 14.60 14.80 10¢ $1.63 11.01 
Watson (=~ 11.80 11.90 s 11,50 b 11.80 steady $l 8.47 
Wangtsze 3-5 6.40 s 6.30 b 6.30 n 6.30 b steady 70¢ 11.11 
Allied Inv, == 4,70 4.80 s 4.60 b 4.70 steady 25c 5.32 
HK & FE Inv. -- 10.30 b 10.30 10.30 b 10.30 b steady T5e 7.28 
Amal. Rubber -- 1,55 1.55 1.50 b 1.55 s steady 28c 18.06 
Textile Bee 4.85 4.775 4.675 4.725 —12'4c 50c 10.58 
Nanyang - 8.10 8.20 8.05 8.20 10c $1 12.20 


* Annual Yields are only ESTIMATES calculated with current X-All rates against 


last year’s dividends, 


Mining 
Raub Mines, 312 nom. 
H.K. Mines, 312c b. 


Lands, Hotels & Bldgs. 


H. & S. Hotels, 1512 b: 15.60 s; 15.40/12 sa. 


H.K. Lands, 3512 b:; 3534 s; 3534 sa. 
A/Fr. Lands, 35¢c nom. 

S'hai Lands, 80c s. 
Humphreys, 1612 b: 16.90 s. 
H.K. Realties, 1.425 b; 112 $s; 
Chinese Estates, Ex. 


1.45 sa. 
Div., 370 nom. 


Public Utilities 


H.K. Tramways, 23.10 b; 23.30 s; 
Peak Trams (F. Pd.), 75 nom. 
Peak Trams (P. Pd.), 3632 nom. 
Star Ferries, 135 nom. 

Yaumati Ferries, 102 b: 104 s. 
China Lights, 18.60 b; 18.90 s; 18.90/.80 sa. 
China Lights (Rights), 13 b; 13 sa. 
H.K. Electrics, 29.80 b; 30 s; 30/29.90 sa. 
Macao Electrics, 10.20 b. 
Sandakan Lights, 8!2 nom. 
Telephones, 28.30 b: 2812 s; 
Shanghai Gas, 1.20 nom. 


28.40 sa. 


Industrials 


Cements, 3214 b; 3234 s: 3212 sa. 
H.K. Ropes, 1242 b. 

Metal Industries, 1!) nom. 

Amoy Canning (H.K.), 34') b. 


Stores 
Dairy Farms, 14.70 b: 14.80 s; 14.80 sa. 
Watsons, 11.70 b: 11.80 s: 11.80 sa. 


L. Crawfords, 31 s. 

Cald. Macg. (Ord.), 27 b. 
Sinceres, 1.90 b. 

China Emporium, 8}, b. 

Sun Co., Ltd., 75¢ b. 

Kwong Sang Hong, .18l nom. 
Wing On (H.K.) Ex. Div., 62 b. 


Miscellaneous 


China Entertainments, 21.80 s. 
International Films, 47c s. 
H.K. Constructions, 5.30 b. 
Vibro Pilings, 15.90 b. 
Marsman Investments, 6/- nom. 
iJarsman (1.K.), 65¢c nom. 


23.20 sa. 


Cottons 
Ewos, 85c nom, 
Textile Corp., 4.70 b; 434 s; 4.725 sa. 
Nanyang Mill, 8.10 b; 8.20 sa. 


Rubber Companies 


Amalgamated Rubber, 142 b; 1.55 s. 
Ayer Tawah Ex. Div., 1.65 nom. 
Java-Consolidated Estates, 35¢ nom. 
Langkat, 144 nom. 

Rubber Trust, 1.35 b: 1.425 s. 
Shanghai Kelantan, 80c b. 
Shanghai Sumatra, 2.60 nom. 
Sungala, 114 b. 


SINGAPORE SHARES 


Demand for Industrial shares con- 
tinued unabated during the week ended 
June 21. The majority of counters 
showed improvements. Singapore Cold 
Storage Co., Ltd. announced a free 
issue of one $2 Ordinary share for 
every two $1 stock units held; the price 
shot up from $1.92 to $2.25x.d.c.c.i, 
and closed slightly easier on _ profit- 
taking at $2.12 to $2.17 x.d.c.c.i. Fraser 
& Neave Ords. marked up from $2.47% 
to $2.65. Gammon improved from 
$2.12% to $2.17% and Henry Waugh 
firmed from $1.67% up to $1.73. 
Metal Box further gained from $2.12% 
to $2.15c.d.c.c.i. and Robinson Ords. 
had a heavy turnover from $1.90 to 
$1.95. Sime Darby saw considerable 
business at $2.92 and $2.92%, also 
Straits Times from $3.60 to $3.65. 
Unite(| Engineer Ords. had extensive 
sales from $11.00 to $11.50. Business 
passed in Wearne Bros. from $3.12% 
to $3.15, Wilkinson Process from $2.22 
to $2.30 and in William Jacks at $2.38. 


Among Tin shares Aokam changed 
hands @ $1.50, Ayer Hitam @ 26/10%, 
Berjuntai from 14/11% to 15/-, Ka- 
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munting from 12/- to 12/1% arrival, 
Kesang @ $1.00 and $1.02% and Kuala 
Kampar @ 45/6 to 45/4%xall. Meru 
were taken from 1/4 up to 2/2, have 
sellers over at the latter price, and 
Petaling were also firmer with exten- 


sive sales @ $38.05 to $3.10. Rantau 
also saw considerable business from 
$2.20 to $2.18 to $2.20 and Sungei 


Way from $1.64 to $1.65 to $1.63%. 


In the Rubber section local shares 
most in demand were Allenby which 
had large dealings from $1.15 up to 
$1.20c.d. and Batu Lintang from $2.05 
to $2.07. Bedford were taken @ $2.02, 
Benta @ $1.25, Jeram @ $1.87 to 
$1.87%4c.d., Kempas @ $1.80 at which 
prices more shares were wanted, New 
Scudai @ $1.05, New Serendah from 
$2.45 to $2.47%, Pajam from $1.17 to 
$1.19, Parit Perak @ $2.37% and 
Sungei Bagan @ $1.80. Among ster-- 
ling Rubber shares, business passed in 
Bukit Gadong from 3/7% to 3/9, 
F.M.S. Rubber @ 27/1%, Ledang 
Bahru @ 2/10 to 2/9%, Malakoff in 
quantity from 14/9 to 14/10% cum 
20%, Ratanui @ 5/-, Riverview from 
4/6 to 4/8x.d. and Sungei Puntar from 
2/4% to 2/6. 


Local loans remained steady. 


TRADE REPORTS 


Expansion of China 
Chincom countries have 
synchronize the China 
with that applied to USSR and _ its 
European satellites. US remains op- 
posed in principle to the easing of em- 
bargo on trade with China but is not 
barring her allies from increasing ex- 
ports to China. Japan will lift re- 
strictions on China trade to a less rigid 
level by end of July and will appeal 
to Chincom for permission to export 
ships to China. UK has already sold 
70 4%-ton trucks to China and another 
order for 40 more is now under nego- 
tiation (both orders will be shipped 
from UK before year-end). These 
trucks are bought by Kwangtung Pro- 
vincial Highway Bureau; in addition, 
6 similar trucks are purchased from 
HK for immediate delivery to Canton. 


Trade—Most 
decided to 
embargo list 


Authorities in Canton recently began 
new construction works at Whampoa 
harbour to handle the increased volume 
of cargo. Peking stated that since the 
beginning of this year, about 100 for- 
eign ships from 18 countries had called 
at Whampoa including 21 British ves- 
sels and 15 Japanese ships. British 
ships are also calling at Amoy and one 
vessel, White Bee, was recently fired 
upon by Taiwan troops stationed on 
Quemoy off the cpast of Fukien. Taipei 
last week renewed a _ warning that 
foreign shipping should keep away from 
the Amoy and Quemoy area on account 
of the tense situation over there at 
present; Communist guns had hurled 
9,000 shells at Quemoy on June 24. 
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HK/China Trade—Imports of food- 
stuffs from Canton and other Chinese 
ports continued heavy but supply of 
light industrial products such as paper, 
cement etc. still limited to small 
quantities. On the other hand, increas- 
ing volume of such industrial products 
passed through here to Singapore, India 
Pakistan and Bangkok. Canton claimed 
that by end of this year some 2,000 
Chinese sewing machines would be sent 
to Singapore and other countries in SE 
Asia. From here, China made selec- 
tive purchases in metals, pharmaceuti- 
cals and industrial chemicals; quanti- 
ties insignificant. Canton claimed that 
since UK’s ease of trade embargo, there 
had been an increasing flow of cargo 
(rubber accelerator, aluminum bricks, 
surveying equipment, radio tubes, 
microscopes, metals, wire, auto parts 
and spare parts for other equipment) 
from HK to that port. To discourage 
illicit imports, Canton ruled that 
visitors from HK will not be permitted 
to sell any articles to people there; 
only government authorized agencies 
are allowed to purchase, at controlled 
prices, watches, fountain pens and other 
consumer goods brought there by HK 
residents. However, in spite of strict 
preventive measures adopted by Chinese 
authorities over the border at Shum 
Chun luxury items and gold continued 
to trickle through the bamboo curtain 
into the mainland. 


HK/Japan Trade—Cargo movements 
between HK and Japan slowed down. 
Demand from Japan for China produce 
also weakened; orders covered only a 
small number of items. Buying offers 
from Japan for scrap iron were still 
too low to interest dealers here and 
there was no indication of possible 
improvement. A few paper merchants 
here booked small quantities of Japan- 
ese paper to replenish short stock here 
but volume of these orders restricted 
by high indent quotations. Japanese 
cement however retained strong local 
demand. 


HK/UK and HK/Europe Trade— 
Imports from UK and Europe were 
much heavier than previous week; 
6,000 tons from UK and 7,000 tons 
from Europe. Imports of metals how- 
ever were not as heavy as during May. 
Booking of new supplies from these 
two sources slowed down on account 
of the uncertain market here. Ex- 
ports to UK totalled 4,500 tons and to 
Europe 3,000 tons; HK products con- 
stituted a larger portion of the ton- 
nage than China produce. Dealers 
here received more orders from UK 
for cotton cloth, napery, rubber foot- 
wear, shirts, towel and other knitwear, 
plastic toys, ete. Total value of ex- 
ports of HK manufactures to UK dur- 
ing the first five months this year is 
slightly lower than the same _ period 
last year but the physical volume of 
such exports this year is not less (pos- 
sibly more) than 1956; the drop in 
value reflects decline in prices of HK 
products. Europe curtailed purchases 
of China produce from here; exports 


of HK products to West Germany and 
several other European countries im- 
proved recently but gains were not 
very impressive. 


HK/US Trade—Local exporters pre- 
dicted that shipments of rattan furni- 
ture to US would further drop during 
July on account of increased freight 
charges for this cargo beginning this 
month. At present, rattan gooils 
covered by orders placed before freight 
increase still constitute a large portion 
of consignments to US. 


HK/Indonesia Trade—Dealers here 
expect to purchase more staples from 
Indonesia in view of various measures 
adopted by Djakarta recently to en- 
courage exports. Exporters there are 
now allowed to retain 80% of foreign 
exchange earned from exports for 
financing imports or to sell this 80% 
holding (in the form of an exchange 
certificate) to importers there. This 
new regulation however also requires 
that Indonesian importers must obtain 
such exchange certificates from  ex- 
porters, at a premium, for most im- 
ports. Consequently, imports (parti- 
cularly consumer goods) will be more 
expensive to Indonesian consumers; 
purchases from HK will also be limited 
to the volume of exports to the local 
market. On the other hand, import- 
ers there no longer have to depend 
upon uncertain and irregular govern- 
ment allocation of foreign exchange 
for imports and if the premium for 
exchange certificates is not spurred to 
unhealthy height, purchases from here 
will be more steady in the future. 
Furthermore Djakarta has also lowered 
import surtax for various essential 
supplies. The cancellation of open 
accounts arrangement between Indo- 
nesia and Japan and the switch to free 
transferable Sterling in future pay- 
ments should indirectly stimulate Dja- 
karta’s purchase of Japanese goods 
from HK. 5 


HK/Thailand Trade—lIn addition to 
6,500 tons rice and 890 live cattle, 
Bangkok shipped here substantial 
quantities of timber, groundnut, beans, 
starch and _ other staples. Exports 
totalled only 2,000 tons last week con- 
sisting chiefly of Chinese foodstuffs and 
light industrial products including wire 
nails, paper, window glass and sew- 
ing machines. Bangkok businessmen 
bought more supplies direct from Pe- 
king but shipments were still made via 
HK. From the local market Bangkok 
procured structural steels, pharmaceu- 
ticals, chemicals and HK manufactures 
including knitwear, paint, enamelware 
and cotton textiles but quantities were 
insignificant. Towards week-end Bang- 
kok allocated US dollars from Aid 
Funds for imports of cotton yarn from 
HK. 


HK/Korea Trade—Demand from 
Korea for paper, steel products and 
chemicals covered only a few popular 
items and purchases were still handi- 
capped by low buying offers from 
Seoul. According to new import re- 
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gulations announced by Seoul, pur- 
chases during the next 12 months from 
HK, Japan and other sources will be 
limited mostly to industrial supplies 
and equipment. Restrictions on im- 
ports from Japan have been further 
relaxed. 


HK/Taiwan Trade—Imports of sugar 
and staples from Taiwan remained 
steady at a weekly average of 1,000 


tons. Exports failed to improve; there 
were enquiries from Taipei for steel 
products, industrial chemicals and 


pharmaceuticals but most transactions 
fell through because buyers considered 
prices here too expensive while local 
dealers complained that many quota- 
tions were already below cost! 


HK/Malaya Trade—Shipments to 
Port Swettenham, suspended during 
mid-week due to go-slow strike of rail 
transportation workers in Malaya, 
were resumed towards weekend. Ex- 
ports to Singapore were not affected 
by the go-slow strike on Singapore 
waterfront. Consignments to Singa- 
pore and other Malayan ports last 
week totalled 2,500 tons. 


HK/Philippines Trade—The “Foreign 
Exchange Link System’ recommended 
by Philippine congress limiting imports 
to the volume of exports was vetoed 
by the President. On the other hand, 
Manila increased duties on imports of 
non-essentials and luxuries as well as 
on imports of goods which can be 
produced domestically; duties on im- 
ports of essential items and industrial 
equipment were lowered. From the 


local commodity market last week, 

Manila continued to absorb limitec| 

quantities of steel products. 
HK/Cambodia Trade—Cargo move- 


ments between HK and Cambodia re- 
mained active but there were fewer 
orders from Phnompenh last week. 
The slow-iown was probably due to the 
accumulation of supplies there follow- 
ing recent heavy imports of consumer 
goods and industrial supplies from here 
mostly financed with  self-provided 
foreign exchange by Cambodian im- 
porters. Over 2,000 tons of rice, 
beans and other staples reached here 
from Cambodia last week. 


HK/Vietnam Trade—North Vietnam 
shipped here limited quantities of rice 
and fruits but did not buy anything 
from here last week. South Vietnam 
sent cassia, beans and live cattle to 
HK but quantities also inappreciable. 


HK/Burma  Trade—Orders from 
Rangoon covered only a few items in- 
cluding groundnut oil, menthol crystal 
and galvanized iron sheet. There were 
also enquiries for structural steels ani 
cement but most transactions were still 
under negotiation towards weekend. 
Imports of beans, maize and _ other 
staples from Burma remained on an 
insignificant level. 


HK/India Trade—Exports to India 
last week totalled 1,500 tons; Chinese 
galvanized iron wire, paper, woodoil, 
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cassia, menthol erystal constituted the 
major portion of the tonnage. Most 
orders covering these shipments were 
concluded between India and China 
direct. To the local market, India 
shipped 200 tons of cotton. 


HK/Africa Trade—Union of South 
Africa will increase import duties on 
raincoat and other items to protect 
domestic manufacturers against com- 
petitive imports from HK. Demand 
from French West Africa for cotton 
textiles remained steady but demand 
from British West Africa for knitwear 
recently declined under keen competi- 
tion from Japanese products in that 
market. 


HK/North Borneo Trade—North 
Borneo shipped here 2,000 tons of 
rubber and timber and from the local 
market ordered Chinese cement and 
canned food. 


China Produce—Trading last week 
remained slow. Japan bought only 
small quantities of cassia, sesame, 
woodoil, coir fibre, turpentine, bee wax 
and red bean. UK favoured rosin and 
aniseed oil whiie Europe interested in 
cassia, woodoil and feather; orders for 
feather were for forward shipments 
because spot supply not available. 
Cassia gained not only on orders from 
Japan and Europe but also on curtailed 
supply from China. Groundnut oil 
firm because Burma continued to ab- 
sorb this item from here. Citronella 
oil recovered from recent decline; Tai- 
wan indents advanced on firm interna- 
tional market. 


Metals —Demand from China covered 
galvanized iron pips, steel wire rope, 
steel plate, black and tin plate but 
many transactions fell through because 
buying: offers remained low while quota- 
tions here began to recover from re- 
cent declines. New indent offers from 
Europe for bars, plates and_ several 
other items were marked down slightly 
but market here unaflected because 
prices were already at a very low level. 
The market was aiso kept steady by 
orders from Cambodia, Philippines, 
Thailand and Burma _ for © structural 
steels. Mild steel plate was also stirnu- 
lated by demand from Philippines, 
Korea and Taiwan. Scrap iron how- 
ever further dipped because Japan re- 
frained from buying this item from 
here. 


Paper—Korea was keen in sulphite, 
cellophane, glassine and aluminum foil 
but did not buy woodfree printing, 
newsprint and other popular items 
from here. Market was steady and 
prices lirm on account of high cost for 
replenishments from Japan and Europe. 
Supply from China remained uncertain. 
With the exception of Thailand which 
bought manifold and cellophane from 
local market last week, there were no 
orders rrom other SE Asian countries. 


Local demand covered only small 
quantilies of woodfvee printing, art 
paper, poster, greaseproof, straw and 


duplex boards. 


Pharmaceuticals—China enquired for 
sulfonamides, bought saccharine crystal 
from the spot market and booked for- 


wards of amidopyrin, antipyrin and 
vitamin C powder from local agents 
of European manufacturers. Quan- 


tities of these orders were not very 
heavy; however, these transactions 
stimulate«| sentiment in the local mar- 
ket. 


Industrial Chemicals—Export slow; 
there were orders from Thailand for 
petrolatum and calcium hypochloride, 
from Taiwan for tanning extract, from 
Korea for red phosphorous and forma- 
lin, and from Indonesia for sodium 
hydrosulphite but many transactions 
were handicapped by low buying offers. 
Local factories provided steady demand 
for sodium bicarbonate, sodium _ sul- 
phide, gum arabic, lithopone and zinc 


oxide but consumption limited. Prices 
in general steady on high cost. 
Cotton Yarn and Piece Goods— 


HK yarn retained strong local and ex- 
port demand; prices firm. Pakistan 
products, too, favoured by local weaving 
mills and attracted orders from Thai- 
land but marked-down cost prevented 
improvement. Japanese fine yarn was 
sluggish. Korean and Indian yarn re- 
gistered no further offers from produc- 
tion sources. HK grey cloth continued 
firm but drill remained weak. Chinese 
grey further declined because supply 
exceeded demand. Japanese grey and 
white shirting kept steady by demand 
from local factories. Cambodia _ en- 
quived for Japanese white shirting but 
no order concluded. Taiwan grey was 
quiet, short stock kept prices firm. 


Rice—Thai rice firmed on advanced 
Bangkok quotations but heavy imports 
kept gains small. ‘Chinese rice remain- 
ed firm on low supply. Rice from 
Cambodia, Vietnam and Burma steady 
because supply not heavy. 


Wheat Flour—Export demand weak 
and local consumption lower on account 
of the warm weather. Quotations for 
both local and imported brands dipped 
slightly especially when more supply 
reached here from US, Canada and 
Australia. 


Sugar—While international sugar 
price firmed the local market eased 
under selling pressure caused by heavy 
stock of Taiwan sugar; export also 
slowed down. In addition to arrivals 
from Taiwan last week there were im- 
ports from Indonesia. Taikoo products, 
too, marked «own. 


Cement—Imports from Japan very 
heavy but prices steady because local 
and export demand (from Cambodia 
and Burma) remained strong. Chinese 


cement firm but supply inadequate. HK 
Green Island products steady. 
Foam Rubber—Demand from _ furni- 


ture shops and interior decorators for 
foam rubber mattress and cushion is 
so strong that a local foam rubber 
goods factory finds it impossible to 
accept all the orders being offered to 
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them. Several importers are now 
supplying the local market with various 
types of foam rubber sheets from US 
anil Europe. 


HONGKONG COMPANY 
INCORPORATIONS 


Following new limited liability com- 
panies were incorporated during the 
week ended May 25, 1957 (all capital 
is nominal and in HK$): 


Weavewell Textiles—Capital, 400,- 
000; Room 105, Kwok Man House, 
Hongkong; Subscribers—Lim Por Yen, 
312 Sai Yeung Choi Street, Kowloon, 
merchant; Yue Man Kay, 23 Taipo 
Road, Kowloon, married woman; Lu 
Soiykee, 61 Kau Wah King New Vil- 
lage, Kowloon, merchant. Trafalgar 
Trading Co.—To deal in_ securities; 
Capital, 10,000; c/o Peat Marwick Mit- 
chell & Co., Alexandra House, Hong- 
kong; Subscribers—D. Brittan Evans, 
17 Shek O, Hongkong, solicitor; F. D. 
Hammond, 36 Dina House, Hongkong, 
solicitor. Lee Man Investment Co.— 
Capital, 1 million; 502 Kai Ming Build- 
ing, Hongkong; Subscribers—Pang 
Shiu Kwong, 502 Kai Ming Building, 
Hongkong, merchant; Lau Jut Man, 
3885 Lockhart Road, Hongkong, mer- 
chant. Finsbury—To deal in securi- 
ties; Capital, 1 million; 1125 Alexandra 
House, Hongkong; Subscribers—P.A.L. 
Vine, Hongkong, solicitor; Raymond E. 
Moore, Hongkong, solicitor. John 
Kong & Hudson—Exporters and im- 
porters; Capital, 500,000; Subscribers 
—John I. C. Kong, 226 Prince’s Build- 
ing, Hongkong, merchant; Hudson Au, 
226 Prince’s Building, Hongkong, mer- 
chant. Pedder Industrial. Co.—Im- 
porters and exporters; Capital, 1 mil- 
lion; 301-305 York Building, Hong- 
kong; Subscribers—Lieu Jee Kong, 5 
Henderson Road, Jardine’s Lookout, 
Hongkong, merchant; Chu Wei Guen, 
7B Babington Path, Hongkong, mar- 
ried woman. 


